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Jay L. Shapiro (No. 014650)
1819 E. Molten Avenue, Suite 280
Phoenix, Arizona 85020
Tele hone (602) 559-9575
jay@5shapslawaz.com

Attorneys for Alliant Gas, LLC

BEFORE THE ARIZONA CORPORATION COMMISSION

DOCKET NO: G-20889A-l9-

APPLICATION

IN THE MATTER OF THE APPLICATION
OF ALLIANT GAS, LLC, A TEXAS
LIMITED LIABILITY COMPANY, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS
RATES AND CHARGES FOR UTILITY
SERVICE BASED THEREON.

Alliant Gas, LLC, a Texas Limited Liability Company ("Alliant" or "Company")

hereby applies for an order establishing the fair value of its plant and property used for the

provision of propane gas utility service and, based on such finding, approving permanent

rates and charges for utility service designed to produce a fair return thereon as it was

ordered to do by the Arizona Corporation Commission ("Commission") in Decision No.

76790 (November 27, 2018). In support thereof, Company states as follows:

l. Alliant is a Texas Limited Liability Company engaged in providing propane

gas utility service in and around Payson, Arizona (Payson Division), located III Gila County,

and Page, Arizona (Page Division), located in Coconino County, pursuant to certificates of

convenience and necessity granted by the Arizona Corporation Commission. During the

test year ended December 31, 2018 ("Test YeaI"'), the Payson Division served

approximately 7,150 customers and the Page Division served approximately 1,280

customers.
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Al l  d iscovery, data requests and o ther requests for

in fo rmat ion  concern ing  th i s App l i cat ion  shou ld  be d i rected  to  Mr. Lew is and

Ms. Dun lap , i nc l ud i ng  cop ies by e-mai l , as wel l  as to  Mr. Webb  by e-mai l  at

B i l l .Webb@PinnaclePropane, and  to  Mr. Bou rassa, w i th  a copy by e-mai l  to

undersigned counsel at jay@shapslawaz.com and whitney@shapslawaz.com.

2. Alliant's business office is located at 600 E. Las Coli fas Boulevard,

Suite 2000, Irving, Texas 75039, and its telephone number is (972) 444-0300. The

Company's primary management contact is Bill Webb, the President.

3. Alliant's General Counsel, Jeffrey E. Lewis, and Legal Support Coordinator,

Heidi Dunlap, are the persons responsible for overseeing and directing the conduct of this

Application. Mr. Lewis and Ms. Dunlap were assisted by the Company's rate case

consultant, Thomas Bourassa and undersigned legal counsel. Mr. Lewis' mailing address

is 600 E. Las Coli fas Boulevard, Suite 2000, Irving, Texas 75039, his telephone number is

(214) 587-2892 and his email is JefNey.Lewis@PinnaclePropane.com. Ms. Dunlap's

mailing address is 600 E. Las Coli fas Boulevard, Suite 2000, Irving, Texas 75039,

her telephone number is (469) 310-8429, and her emai l address is

Heidi.Dun1ap@PinnaclePropane.com. Mr. Bourassa's mailing address is 139 W. Wood

Drive,  Phoenix,  Ar izona 85029,  his  te lephone number is  (602) 246-7150,  and his  e-mai l

address is tjbl 14@cox.net.

4. Alliant's present rates and charges for utility service were approved by the

Commission in Decision Nos. 73160 (May 18, 2012) (Payson Division) and 64727

(April 17, 2002) (Page Division) using test years ending December 31, 2010 and

December 31 , 2000, respectively. I

5. The Company's revenues from its utility operations are presently inadequate

to provide a fair rate of return on the fair value of its utility plant and property devoted to

I The rates for the Page Division were reaffirmed in Sou/hwesf Gas CoIporation, Decision No. 66 lol
(July 25, 2003).
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public service. Operating expenses have caused the revenues produced by the current rates

and charges for service to become inadequate to meet operating expenses and provide a

reasonable rate of return. Therefore, the Company requests that certain adjustments to its

rates and charges for utility service be approved by the Commission so that the Company

may recover its operating expenses and be given an opportunity to earn ajust and reasonable

rate of return on the fair value of its property. The Company agrees to use its original cost

rate base as its fair value rate base in this proceeding to minimize disputes and reduce rate

case expense.

6. Filed concurrently herewith are the schedules required pursuant to

A.A.C. R14-2-103 for rate applications by Class "B" utilities. The test year utilized by

Alliant in connection with the preparation of such schedules is the 12-month period that

ended December 31, 2018. Alliant requests that the Commission utilize such test year in

connection with this Application, with appropriate adjustments to obtain a normal or more

realistic relationship between revenues, rate base and expenses during the period in which

the rates established in this proceeding are in effect.

7. During the Test Year, the Payson Division's adjusted gross revenues were

$6,443,684. The adjusted operating income was $(602,956) leading to an operating income

deficiency of$l,352,093. The adjusted fair value rate base was $9,555,320. Thus, the rate

of return during the Test Year was negative 6.31 percent.

8. During the Test Year, the Page Division's adjusted gross revenues were

$2,353,188 The adjusted operating income was $(273,652) leading to an operating income

deficiency of $353,574. The adjusted fair value rate base was $l,019,4l 1. Thus, the rate

of return during the Test Year was negative 26.84 percent.

9. Alliant submits that these rates of return are inadequate to allow it to obtain

debt, pay a reasonable return to its stockholder, maintain a sound credit rating, and/or enable
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the Company to attract additional capital on reasonable and acceptable terms in order to

continue the investment in utility plant necessary to adequately serve customers.

10. Alliant is seeking total revenues of $7,804,419 for its Payson Division.

Alliant seeks an increase in total revenues of $I,360,735, an increase of approximately

21.12 percent over the adjusted and annualized test year revenues of $6,443,684

The revenue amount is inclusive of the revenues required to recover operating expenses and

a return on rate base and is exclusive orate case expense surcharge revenues. Specifically,

the increase in annual revenues to provide for recovery of operating expenses and a

7.84 percent return 011 rate base for the Payson Division is approximately $1,360,735

ll. Alliant is seeking total revenues of $2,709,786 for its Page Division.

The Company seeks an increase in total revenues of$356,598, an increase of approximately

15.15 percent over the adjusted and annualized test year revenues of $2,353,188

The revenue amount is inclusive of the revenues required to recover operating expenses and

a return on rate base, and is exclusive orate case expense surcharge revenues. Specifically,

the increase in annual revenues to provide for recovery of operating expenses and a

7.84 percent return on rate base for the Page Division is approximately $356,598.

12. Filed concurrently in support of this Application is the Direct Testimony of

Cathy Wolverton, which provides an overview of Alliant and ownership by its parent,

Pinnacle Propane, LLC, and discusses the cost allocation process, the Purchased Gas

Adjuster (PGA) and Alliant's proposed tariff changes including a low income tariff,

a deployed services member tariff, and a disabled veterans tariff.

13. The Company also submits the Direct Testimony of Robert Randolph, who

describes Alliant's utility plant and operations in its Payson Division and discusses the

November 2016 gas leak incident in Payson that led to personal and property damage, and

Alliant's settlement agreement with the Commission's Safety Division.
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14. The Company further submits the Direct Testimony of Dindy Byrd, who

provides testimony on the Company's utility plant and operations in its Page Division.

15. Finally, Alliant submits the Direct Testimony of Thomas Bourassa, in two

separate volumes that collectively provide an overview of the Company's rate filing,

discussion of the revenue requirement, including the "A" through "F" schedules,

development of the rate base and income statement adjustments, cost of equity capital and

related issues, proposed rates, including the "H" schedules, and discussion of the effects of

the proposed rates on customers' bills. The Company's "D" Schedules, which concern the

cost of capital, are attached to the volume of Mr. Bourassa's testimony addressing cost of

capital. The remaining schedules are attached to Mr. Bourassa's testimony addressing rate

base, income statement and rate design.

16. Attached hereto as At tach men t  1 is Alliant's proposed tariff of rates and

charges.

WHEREFORE, Alliant requests the following relief:

A. That the Commission, upon proper notice and at the earliest possible time,

conduct a hearing in accordance with A.R.S. § 40-251 and determine the fair value of

Alliant's utility plants and property devoted to providing propane gas utility service,

B. Based upon such determination, that the Commission approve permanent

adjustments to the rates and charges for propane gas utility service provided by Alliant, as

proposed herein, or approve such other rates and charges as will produce a just and

reasonable rate of return on the fair value of Alliant's utility plant and property,

C. That the Commission rely on A.R.S. § 40-252 to the extent the Commission

believes it necessary to amend past Commission decisions in order to grant the relief

requested herein or any other relief the Commission deems just and reasonable under the

circumstances, and
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D. That the Commission authorize such other and further relief as may be

appropriate to ensure that Alliant has an opportunity to earn a just and reasonable return on

the fair value of their utility plant and property and as may otherwise be required under

Arizona law.

RESPECTFULLY SUBMITTED this 22nd day of August, 2019.

SHAPIRO LAW FIRM, P.C.

By:
Jay L. Shapi
1819 E. Mo n Avenue, Suite 280
Phoenix, Arizona 85020
ja@sha s1awaz.com
W itney(8shaps1awaz.com

Attorneys for Alliant Gas, LLC

ORIGINAL eFiled
and eight (8) copies delivered
this 22nd day of August, 2019, to:

Docket Control
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

By:
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ALLIANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. l

Cancelling Sheet No. _

Applies to Payson Division
PART ONE

STATEMENT OF CHARGES

RATES

. the Commission approved the following rates
for Alliant Gas LLC's ("Company") Payson Division:

In Decision No. XXXXX, dated
and charges to become effective

ChargeDescrip t ion

$35.00

$70.00

$90.00

$5000

$35.00

$70.00

$90.00

$100.00

$30.00

Establishment of Service During Regular Hours

Expedited

After Hours

Re-Establishment After Seasonal Disconnect (Basic Service
Charge Times Months Disconnected)

Minimum Charge

Re-connection of Service During Regular Hours

Service Labor Charges

Regular Hours

After Hours

Customer Requested Meter Test

Customer Requested Meter Re-Read (If Original Read
Correct)

NSF Check

Late Charge (Per Month)

$20.00

1.50% or $5.00 whichever is
greater

AAC R14-2-403(B)

2%

Actual Cost of Material & Labor

$25.00*

Deposit Requirements

Interest on Customer Deposits

Broken Line Repair (Customer Responsibility)

Collection Fee for Notification of Service Termination

Per AAC R14231 I. The Company shall charge a collection fee in the amount of $25.00 when an account becomes delinquent and field
personnel must make a premises visit. This fee shall be assessed whether the gas service is disconnected or left on. lt an account
becomes delinquent three (3) or more limes in a calendar year. the collection fee will increase to $30.00 for the third and on any
suhscqucnt occurrcrices.

issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



Sheet No.2ALLIANT GAS, LLC

DOCKET no. G20889A19XXXX Cancelling Sheet No. _

Applies to Payson Division
PART ONE

STATEMENT OF CHARGES

GS-1 General Propane Gas Service

AVAILABILITY Available to all customers within the Companys service area which meet applicability
requirements and where facilities of adequate capacity and suitable pressure are adjacent
to the point of delivery.

APPLICABILITY Applicable to all propane gas service supplied through one point of delivery and
measured through one meter. Not applicable to negotiated contracts. temporary, standby
supplementary or resale service.

RATES

RESIDENTIAL BASIC SERVICE CHARGE $15.13

RESIDENTIAL DELIVERY $8/THERM $1 1979
For propane gas supplied during the monthly billing period.

COMMERCIAL BASIC SERVICE CHARGE $15.13

COMMERCIAL DELIVERY $/THERM $0.651 1
For propane gas supplied during the monthly billing period.

PURCHASED GAS AD USTMENTAD USTMENTS

The cost of gas is recovered solely through the Company's Purchased Gas
Adjustor Mechanism ("PGA"). Through this PGA the actual cost of gas flows
through to customers. The monthly gas rate is based 011 a banded 12month
rolling average cost of gas, which cannot change more than $0.20 per therm
over 21 I2-month period. The PGA is also subject to a bank balance threshold of
$265,000. which if exceeded may result in a Commission-authorized surcharge or
credit.

Tax Adjustments and Regulatorv Assessments

Total monthly sales for gas service are subject to adjustment Tor all federal state and local governments taxes or
levies on such sales and any assessments that are or may be imposed by regulatory agencies on gross revenues.

Conditions of Service

The terms and conditions for the provision of service to the customer under this rate schedule are also subject to the
Rules and Regulations of the Company as approved and modified from time to time by the Arizona Corporation
Commission.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
DecisionNo. XXXXX



ALLIANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. 3

Cancelling Sheet No. _

Applies to Payson Division
PART ONE

STATEMENT GF CHARGES

LA RGE VOLUME GA S CONTRA CT SERVICE LVGC

AVAILABILITY By contract, in all territories served by Company at points where facilities of
adequate capacity and suitable pressure are adjacent to the premises serviced .

APPLICABILITY To all propane gas service required which meets the requirements of this tariff,
except residential and small commercial (less than 4,000 therms per year) service.
Also, not applicable to temporary. standby, supplementary or resale service.

CONTRACT

NEGOTIATED $/Therm plus a basic service charge ($l2 for school class, $30 for
contract class). Minimum charge per therm will be equivalent to a
$/Therln charge equal to the pervious year's average fixed charge per
customer.

MINIMUM VOLUME 4,000 Therms per contract year.

AD USTMENTS PURCHASED GAS AD USTMENT

The cost of gas is recovered solely through the Company's Purchased
Gas Adjustor Mechanism. Through this Mechanism, the actual cost of
gas flows through to customers. The monthly gas rate is based on a
banded I2-month rolling average cost of gas, which cannot change more
than $0.20 per therm over a 12-month period. The PGA is also subject to
a bank balance threshold of $265,000, which if exceeded may result in a
Commission-authorized surcharge or credit.

Tax Adjustments and Regulatorv Assessments

Total monthly sales for gas service are subject to adjustment for all federal, state, and local governments'
taxes or levies on such sales and any assessments that are or may be imposed by regulatory agencies on
gross revenues.

Conditions of Serv ice

The terms and conditions for the provision of service to the customer under this rate schedule are also
subject to the Rules and Regulations of the Company as approved and modified from time to time by the
Arizona Corporation Commission.

Issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



ALLIANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. 4

Cancelling Sheet No. _

Applies to Payson Division
PART ONE

STATEMENT GF CHARGES

PURCHASED GAS AD USTOR MECHANISM PGA

AVAILABILITY This Purchased Gas Adjustor shall apply to all schedules.

APPLICABILITY The Monthly Gas Cost (MGC) rate for schedules covered by this provision
includes the sum of the rolling twelve-month average PGA rate plus the Gas Cost
Balancing Account Adjustment, if applicable. Monthly adjustments will be made
to the MGC to reflect the most currently available PGA rate. In accordance with
Decision , the PGA rate included in the MGC rate cannot be more than
$0.20 per therm different than any PGA rate in effect during the preceding
12 months.

BANK BALANCE The Company shall establish and maintain a Gas Cost Balancing Account

(GCBA), if necessary, for the schedules subject to this provision. Entries shall be

made to this account each month, if appropriate, as follows:

1

2

3

A debit or credit entry equal to the difference between
(a) the actual purchased gas cost for the month, and
(b) an amount determined by multiplying the MGC rate by the therms billed

during that month.

A debit or credit entry for refunds of payments authorized by the
Commission.

A debit or credit entry for interest to be applied to over- and under-collected

bank balances based on the monthly one-year nominal Treasury constant

maturities rate.

MONTHLY INFORMATION FILINGS

Each month the Company shall make a cost of gas informational filing with Commission Staff to include
any and all information required by the Commission Additionally, the Company shall file revised tariff
sheets that include the current month's MGC rate.

ADDITIONAL RE UIREMENTS
A special review is required if the GCBA reaches $265,000 over- or under-collected. The Company must
file an application for an adjustment within forty-five (45) days of completing the Monthly Informational
Filing that demonstrates that the threshold has been exceeded or contact the Commission to discuss why
an adjustment is not necessary at that time. The Commission, upon review. may authorize the balance to
be amortized through a predetermined rate (the GCBA Adjustment) included as part of the MGC for a
specified period.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



AL L I AN T GAS, LLC

D O C KET no.  G20889A19XXXX

Sheet No. 5

Cancelling Sheet No. _

Applies to Payson Division
PART TWO

STATEMENT OF TERMS AND CONDITIONS

INTR DUCTION
The policies outlined herein are to meet current, normal operating circumstances and are subject
to change after such revision(s) have received the approval of the Arizona Corporation
Commission. Pursuant to the Arizona Administrative Code, Public Service Corporations,
Corporations and Associations, Chapter 2, Article 3. Gas Utilities, the following additional rules
and regulations pertaining to Gas Service are adopted by Alliant and are to be observed and
followed within the Payson service territory. The Schedule of Rates and Service Charges and the
Company's rate schedules on tile with the Commission are applicable as well.

SECTION no. l

A Va Ila ability

(a) Service is available to all customers within the Company's certificated service area where
facilities of adequate capacity and suitable pressure are adjacent to the point of delivery.

(b) Where customers cannot be served directly from the Company's existing facilities, the
Company will extend its distribution mains and service lines pursuant to the Company's
Main Extension Policy set forth herein.

SECTION no. 2

Inaugurating Service

(a) When gas service is inaugurated to new customers, a Service Establishment fee of $35.00
will be charged and will be included in the customers' first monthly billing.

(b) Before any person shall be entitled to receive service under the Company's General
Service Rate tariff, such person must sign the Company's standard application for gas
service and deposit with the Company the customary security as hereafter provided in
Section No. 3.

Issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



AL L I ANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. 6

Cancelling Sheet No. _

Applies to Payson Division
P AR T TWO

STATEM ENT OF  TERM S AND CONDITIONS

SECTION no. 3

Secur it y Deposit

(a) The Company may, in its discretion, require a security deposit prior to inaugurating
service.

(b) Residential customer deposits shall not exceed two times that customer's estimated
average monthly bill but shall not be less than $200.

(c) Nonresidential customer deposits shall not exceed 2 1/2 times that customer's estimated
maximum monthly bill but shall not be less than $300.

(d) Residential deposits and accrued interest shall be refunded, 01 Letter of Guarantee or
surety bond shall expire af ter  12 months of  serv ice if  the customer  has no t been
delinquent more than twice in the payment of utility bills during that service period.

Ce) The Company shall be entitled to apply customer's security deposit, together with any
unpaid interest accrued thereon, to any indebtedness owed the Company, and when it has
been applied to such indebtedness, the consumer's gas service may be discontinued until
the entire delinquent balance of the account is paid and an adequate deposit is again made
w ith  th e  Co mp an y b y cu s to mer .  No  in ter es t  w i l l  accr u e  o n  an y d ep o s i t  a f te r
discontinuance of the service to which it relates.

(fu The Company will issue to  each customer from whom a security deposit has been
received a non-assignable receipt.

(g) Interest, computed at the rate of two percent per annum will be paid by the Company
upon each such deposit for the time the deposit was held and customer was being served
by the Company, except that no interest will be paid on deposits held by the Company for
less than 15 consecutive days. Payment of interest on customer's security deposits will
be made during the first quarter of each calendar year and shall be paid, at the Company's
option, either by check or by credit on customer's monthly bill, and each such payment
shall cover all interest accrued up to the end of the immediate preceding year.

Issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



AL L I AN T GAS, LLC

D O C KET no.  G20889A19XXXX

Sheet No. 7

Cancelling Sheet No. _

Applies to Payson Division
PART TWO

STATEMENT OF TERMS AND CONDITIONS

SECTION no. 4

Charges  for Spec ial Serv ice

(a) Season-Discontinuance: When service is discontinued and later restored for the same
customer at the same premises within a period of twelve months from the date upon which it
was discontinued at customer's request, a charge equal to the basic service charge times the
months of discontinuance (minimum $50.00) shall be made for such reconnection. This
charge will appear on a subsequent monthly bill.

(b) Non-Pavment Discontinuance: When satisfactory arrangements have been made by a
customer after service has been discontinued because of non-payment, service will be
restored upon payment in advance of a reconnection charge of $50.00.

(c) Exceptions:

(1) The above discontinuance charges are not applicable to Churches, Public
Schools, and Governmental buildings supported by City, County, State or Federal Funds, or
in cases where the cLlstomer's service has been interrupted by some catastrophe beyond his
control.

(2) A Contractor in the process of building new houses for sale to the general
public or a housing project for the Federal Government will on occasion require gas service
to complete construction, particularly the interior of a building. There will also be occasions
where gas service is required during the period when a new dwelling is on display and is in
the process of being sold. In such instances, a Contractor or Developer shall not be required
to pay the discontinuance charge, so long as service is discontinued in his name after the
house has been completed or sold.

(d) Special Meter Reading Service: When a customer requests the Company to read a meter at
any time other than the regular reading date, a charge of $30.00 may be made. In the event
the meter is found to have been over-read or there is a leak on the outlet of the meter, no
charge will be made in those instances.

(e) Testing Meters at Customer's Request: When a customer requests his meter be tested for
accuracy and it is found that the meter is within three percent fast or slow, based on the
average of check and open flow test method, no billing adjustment shall be made and the
customer shall be charged up to $250.00 for this special service in addition to the
COMPANY'S HOURL Y RATES THEN IN EFFECT for meter replacement. In the event
the meter is found to test more than three percent fast or slow on the basis as stated above, no
charge will be made for the testing and customer will receive a billing adjustment based on
the corrected consumption determined under the procedures set forth in Section No. 5,
Article tn.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



AL L I ANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. 8

Cancelling Sheet No. _

Applies to Payson Division
PART TWO

STATEMENT OF TERMS AND CONDITIONS

SECTION no. 4

Char ges for  Special Ser vice (cont .)

(f) Appliances and Other Miscellaneous Service:

(1) As used  herein  "HOURLY RATES THEN H\I EFFECT" shall be determined
based on the  Schedule  of Rates and Service  Charges approved by the  Arizona
Corporation Commission (Exhibit A hereto) and whether the repair is made during
regular business hours (between the hours of 7 a.m. and 4 p.m. Monday through Friday)
or after hours.

(2) When customer requests that the Company meter and regulator be relocated at the
same address due to new building additions, remodeling or other reasons, the
COMPANY'S HOURLY RATES THEN IN EFFECT (with a one hour minimum
charge) shall apply, plus the cost of materials.

(3) The Company shall relight pilots which have been accidentally extinguished at no
charge. Relighting of pilots which have been intentionally turned off by customer or
upon his request will be done by the Company at ITS HOURLY RATES THEN IN
EFFECT (with a one-hour minimum charge).

(4) Any other special services (such as repair of customer-caused line breaks or
conversion of appliances from natural gas to propane) shall be charged for at the
COMPANY'S HOURLY RATES THEN IN EFFECT (with a one-hour minimum charge)
plus the cost of materials, if any.

SECTION no. 5

Gener al Condit ions of Gas Ser vice

(a) Metering and Basis of Measurement: All gas delivered by the Company shall be
measured through a meter of standard type which is to be installed and maintained at the
expense of the Company. For the purpose of billing custorner(s) the unit of measurement
shall be 100,000 BTU or a Therm of gas at the pressure at which it is measured, except
when such gas is measured at a gauge pressure in excess of 1 l inches of water column.
The volume of gas measured at a gauge pressure in excess of ll inches of water column
shall be adjusted by computation in accordance with Boyle's Law, to the volume that it
would occupy at a gauge pressure of 11 inches of water column. In such computations a
value of 14.737 pounds per square inch shall be used for normal atmospheric pressure
and a value of 60 degrees Fahrenheit shall be used for the base and flowing temperature
of the gas.
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SE CTI ON n o. 5

Gener al Condit ions of Gas Ser vice (cont .)

(b) Limits of Use: All gas delivered to any customer is for the sole use of such customer
on the custome1"s premises only, and such gas shall not be redelivered or resold or
the use thereof by others permitted unless otherwise expressly agreed to in writing by
the Company.

(c) Location of Meters: The consumer shall furnish and maintain a suitable location on
his premises for Company's service line, meter, service cock, regulator and other
appurtenant fittings. The location shall be on the consumer's premises and as near as
practicable to the point where the consumer's house piping begins (which shall be
known as the point of delivery), and where it will be accessible at all times to the
Company's representatives for inspection, reading and testing of meter and regulator.
All meter and regulator installations shall be located where they will not be damaged
and where such equipment will be adequately ventilated. The customer shall not
permit anyone other than authorized employees to adjust, repair, connect, disconnect
Ol in any way change the meter or other the Company owned equipment for use in
serving his premises.

(d) Right of Ingress and Egress: Customer, without charge, shall grant to the Company,
to the extent necessary, the right to enter upon premises owned or leased by customer
(or over which customer has obtained a right of way) for the purpose of installing,
maintaining, inspecting, reading, repairing, replacing and/or relocating any service
pipe, meters, regulators and appurtenant equipment necessary for the Company to
provide a safe and adequate customer service, and the right of ingress and egress to
and from such premises at all reasonable times, with the right to remove its facilities
at the expiration or termination of service agreement.

(6) Continuity of Service: The Company shall exercise due diligence in maintaining
delivery of gas but does not guarantee an uninterrupted delivery. The Company shall
not be held liable in damages or otherwise for any interruption or failure, in whole or
in pa1"t, in gas delivery, nor shall the Company be liable for damages to persons
and/or property due to or on account of any leakage or escape of gas or in any
manner connected with the t ransportat ion or handling thereof beyond point  of
delivery to customer, which point is understood to be at the Company-owned meter.
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SECTION no. 5

General Condit ions of Gas Serv ice (cont.)

(t) Meter Readings: All meters shall be read as nearly as may be practicable, on the same day of
each calendar month, as provided by A.A.C. R 14-2-309.A.7.

( I) The reading of such meters shall be conclusive both with respect to the Company and
the customer, as to quantities of gas delivered to the customer, except when the Company's meter is
found to be inaccurate, non-registering or the index has been obliterated beyond reading, in which
circumstance, an appropriate determination of the gas delivered shall be made in accordance with the
procedures set out in Section No. 5, Article Q).

(2) Additionally, the Company reserves its right to issue bills based upon estimated usage
as authorized by A.A.C. R 14-2-310.A.

(g) Rate Application and Rendition of Bills: Customers receiving gas service from the
distribution facilities of the Company within its certificated area, shall be rendered bills as follows:

( I) General Service Rate tariff: Shall be applicable to residential and small commercial
customers and under tiirther conditions set forth in Section No. 2, Article (b).

(2) Large Volume Gas Contract Service tariff: Shall be applicable to customers whose
volume meets the minimum requirement of 4,000 therms per year and the other specifications set
forth in the tariff.

(3) Tax Additions: The applicable proportionate part of any taxes or governmental
impositions which are assessed on the basis of the gross revenues of the Company and for the price
of or revenue from the gas or service sold and for the volume of gas purchased for sale or sold by the
Company, shall be added to the Company's authorized rates in effect at the time service is supplied.

(4) Application of Increased Cost: The Company's current rates are subject to increase
or decrease in each Themi by the amount of any increase(s) or decrease(s) in the price per unit of
measurement paid by the Company for gas purchased, with correction being made for volume on an
appropriate measurement basis.

(5) Rendition of Bills and Payment: The billing of all customers shall be completed as
promptly as practicable following the Company's established monthly meter reading date.
Customers shall be allowed ten (10) days following the date bills are rendered to pay the net amount.
Any payment not received by due date shall be considered past due. All past due payments not
received within the (10) days after becoming past due shall be considered delinquent.
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SECTION no. 5

General Conditions of Gas Service (cont.)

(h) Discontinuance of Service: When a customer fails to pay his account within Len (10)
days after due date, the Company shall give customer five (5) days written notice that if account
is not paid in full within the five (5) day grace period, the Company may discontinue service,
and it will be necessary for the Company to apply customer's security deposit and accrued
interest, if any, to his account. Should the amount of customer's security deposit and accrued
interest not be sufficient to cover total amount due the Company, then following such action, if
the customer desires to resume gas service it will be necessary for him to pay the Company the
balance of his unpaid account in addition to a reconnection charge of $50.00 and a deposit equal
to two times the estimated average bill but no less than $200.00, before service will be resumed.

(i ) Discontinuance without Notice: The Company shall have the right to discontinue service at
any time without advance notice to customer for any of the following reasons:

(1) The existence of an obvious hazard to the safety or health of the consumer or the
general population.

(2) The Company has evidence of meter tampering or fraud.

(3) Fai lure of a customer to comply with curtai lment procedures imposed by the
Company during supply shortages.

0) Meter Testing and Billing Adjustments:

(1) All gas to be delivered by the Company shall be measured at point of delivery by
meters of a standard type and are to be installed and maintained by and at the expense of the
Company. Customer shall have access to such meter(s) at all reasonable times, together with the
right to witness tests and inspection of said meter(s) and to have a representative present at the
readings of meter(s).

(2) In the event customer should install meter(s) to check the Company's meter(s), then
the Company shall have the same rights of access to and inspection of customer's check mete1(s) as
customer enjoys with reference to the Company's meters. The Company's meters shall be tested in
the presence of a representative of customer, should customer so desire. Any meter found upon test
to register within three percent of the accuracy, whether slow or fast, shall be deemed to be correct.
If a meter is found to register more than three percent, slow or fast, then for the period between the
discovery of the inaccuracy and the last previous test the reading of such meter shall be corrected by
increasing or decreasing the volume of gas, as the case may be, by an amount equal to the difference
between the total inaccuracy and three percent.
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SECTION no. 5

Gener al Condit ions of Gas Ser vice (cont .)

(3) However, pursuant to A.A.C. R14-2-310.E.l, in no event shall an adjustment for
inaccuracy extend over a period longer than three (3) months from the date the error was
discovered by test. In the event the Company's meter index should be damaged to the extent that
it could not be read or meter should become inoperative with meter valves open, the quantity of
gas delivered  dur ing such  per iod  shall be deteirn ined  by one of  the fo llowing methods
applicable:

(a) By computing the deliveries from the registration of custolner's check
meter, should customer have a corresponding meter installed and accurately registering,

(b) By estimating the quantity delivered upon the basis of deliveries during
preceding billing period under similar conditions when the meter was registering accurately.

(k) Adjustment Due to Leakage on Customer's Lines: No adjustment shall be made and
the Company shall not be liable for any leakage beyond the point of delivery.

(1) Disputed Bills: In the event a customer questions the amount of any bill for service
rendered by the Company, the proper remedy for such customer to prevent disconnection for
non-payment of his bill shall be to pay the undisputed amount and notify the Company of the
disputed amount prior to the delinquent date of the bill. The Company shall promptly make a
thorough investigation of the disputed account. If the account is found in elror, the Company
shall promptly correct same and render a corrected bill to the customer, together with any refund
to which the customer is entitled. If the Company determines that the customer still owes an
amount on the account, the customer shall submit payment within five (5) working days of
receiving the results of the Company's investigation. The customer may then submit the dispute
to the Commission.

(rn) Change of Occupancy: When a customer moves from any premises supplied by the
Company with gas service, notice thereof shall be given at the office of the Company not less
than three (3) working days prior to the date of such change, by the outgoing party, who will be
held responsible for all service supplied to the premises up to the scheduled turn-off date.

Effective: IDATE 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX



ALLIANT GAS, LLC

DOCKET no. G20889A19XXXX

Sheet No. 13

Cancelling Sheet No. _

Applies to Payson Division
PART TWO

STATEMENT OF TERMS AND CONDITIONS

SECTION NO. 5

General Conditions of Gas Service (cont.)

(n) Manner of Serving Notice: Notice by the Company or customer may be given by or to an
authorized representative of the Company or by letter deposited in the United States Mail with first
class postage prepaid. Notice by letter shall be considered given when deposited in the United States
mail, postage prepaid.

SECTION no. 6

Respons ib ility for Gas Equipment

(a) The Company shall be 1esponsible for the safe conduct and handling of the gas until it passes
the point of delivery specified in Section No. 5, Article (c) of these regulations. Except as stated
herein, the entire responsibility for the safe conduct, handling and utilization of the gas alter it passes
the point of delivery shall be that of the consumer. In case of loss or damage to the Company's
property from the acts of negligence of the consumer, the consumer shall indemnify the Company for
the cost of repairing or replacing such property.

(b) Although the Company assumes no responsibility for the safe upkeep or operating conditions
of any consumer's service line downstream of the point of delivery or of his house piping, fixtures or
appliances, the Company may refuse to turn on the gas to any consumer's premises until all the
consumer's pipes and appliances have been tested and found to be tight, safe and free from leaks and
in good, safe operating condition. Such proof, if requested by the Company, shall be in the form of a
certificate executed by a licensed plumber or by the local municipal gas inspector, certifying that
such pipes and appliances have been tested and found to be tight, safe, free from leaks and ready for
use. After the gas has been turned on, the Company shall test the consumer's pipes and appliances
for leakage. Whenever leakage is found in any such test, the Company shall discontinue service until
such leakage is properly corrected by the customer.

(c) Immediate notice shall be given to the Company by the Consumer of any gas escaping on the
Consumer's premises. Under no circumstances shall the Company be charged with constructive
notice of defects in piping, equipment and/or appliances (other than the meter, service cock, regulator
and other facilities installed by the Company) from the point of delivery. Upon receipt of notice of
escaping gas, the Company shall, as promptly as may be feasible under the circumstances, send one
of its representatives to investigate the matter. If the leakage is found to be caused by one of the
Company's facilities, the Company shall have the right to temporarily discontinue service until the
leakage can be corrected. In the event the leakage is found to be caused by facilities for the upkeep
of which the consumer is responsible, the Company shall have the right to discontinue service until
such time as the leakage is corrected through proper changes, adjustments and/or repairs.
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SE CTI ON n o. 7

Condit ions Gover ning Extensions of Gas Mains and Ser vice Lines

Subject to availability of adequate capacity and suitable pressure at the point of beginning of
measurement of the extension, the Company will extend its distribution facilities as provided in
this Section. Proposed extensions to serve larger than average customer(s) (such as residential
subdivision developers, large commercial customers and permanent mobile home parks) shall be
considered on a revenue basis as hereafter provided in Articles (b) and (d).

The free footage allowances shown above are limited to pipe sizes of 2 inch and

(a) Free Main and Service Line Extension-Footage Basis.

The following maximum amount of free main and service line extension shall be allowed for the
purpose of providing gas service to new permanent residential and/or commercial consumers
served under the Company's General Service Rate tariff.

(1) One hundred fifty (150) feet of main line and seventy-five (75) feet of service line
for each new permanent customer if the main extension is to serve customer(s) having installed
gas operated equipment.

(2) In any instance where the Company is able to reduce its cost by participating in a
community ditch program with another utility, the amount of the free main extension shall equal,
and not exceed the normal cost of installing one hundred fifty (150) feet of main by the
Company.

(3)
smaller.

(4) A reduction of the footage allowances shown above may be made by the
Company under the following circumstances :

(a) Where service is to a residence of less than normal size, with one to three
rooms, small filling stations, etc., where gas consumption would be too limited to support a
prudent investment.

(b) Where extension is to be installed in casing under highway pavement.

Where extension is to be installed across private property involving the(c)
purchase of right-of-way.
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SECTION no. 7

Conditions Governing Extensions of Gas Mains and Service Lines (cont.)

(5) Measurements in all cases must be along the route of construction required but no
free distance will be permitted beyond the shortest route to the nearest practical point of delivery
on each customer's premises as determined by the Company. In addition to the free distance
mentioned above, the distances necessary to cross public streets, roadways, Ol highways shall
also be tree, except any distance across state or federal highways. In the event that facilities are
required to cross state or federal highways in order to serve customers, a special study by the
Company will be necessary to determine the basis on which such facilities may be constructed.

Free Main and Service Line Extension-Revenue Basis.(b)

The Company may extend its distribution facilities without charge to the following larger than
average customer(s):

(1) Any customer or group of customers whom the Company considers permanent,
who will be served under the Company's General Service Rate tariff or other class-rate
schedules, and where the annual revenue estimated by the Company will be equal to one-half of
the cost of the extension, including meter and regulators. Free extensions made on this basis are
subject to cost limitation of $5,00(), excluding meters and regulators.

(2) Any customer or group of customers whom the Company considers permanent,
who will be served under the Company's General Service Rate tariff or other class-rate
schedules, and who require an extension costing more than $5,000, excluding meters and
regulators, if the Company determines that the volume of use makes such free extension
economically feasible. Proposed extensions to be made on this basis are subject to special study.

Customer Contribution in Aid of Construction-Footage Basis.(c)

On proposed extensions that exceed the free footage allowance, the Company will extend its
facilities up to a maximum of 4,500 feet combined distance of mains and service lines, provided
customer(s) will sign a line extension agreement and pay the Company the cost of excess footage
at the rates per foot shown in the following schedule (adjusted for culTent costs at the time of
installation) for the various sizes of mains and service lines.
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SECTION n o . 7

Conditions Governing Extensions of Gas Mains and Service Lines (cont.)

Construction Charges
(based on current vendor rates for pipes and materials)

Mains

$2.50 per foot2 inch gas main

4 inch gas main $6.50 per foot

6 inch gas main $13.00 per foot

Service Lines

$1 .50 per foot.75 to 1.0 inch plastic pipe:

Add itional Charges

_

_ _

_

_
$3.00 per footShading

Trench and Labor $70.00 per hour

(d) Customer Advances in Aid of Construction - Revenue Basis.

On proposed extensions that exceed the free footage allowance, the Company will extend its
facilities up to a maximum of 4,500 feet combined distance of mains and service lines on a
revenue basis as follows:

(1) For extensions over the free footage allowance, the Company will extend its
distribution facilities up to a total cost limitation of $5,000, excluding meters and regulators,
provided customer(s) will sign an extension agreement and advance to the Company a sum equal
to one half of the estimated cost of the extension, excluding meters and regulators, provided the
annual revenue as estimated by the Company for such extension is equal to at least one half of
the cost of such extension.
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SECTION no. 7

Condit ions  Gov ern ing Ex tens ions  o f  Gas  Mains  and Serv ice L ines  (cont .)

(2) For extensions costing more than $5,000, excluding meters and regulators, that do not
show economic feasibility as provided in Article (b)(2), the Company may at its option, and after special
study, extend its facilities provided that custon1er(s) will sign an extension agreement and advance as
much of the cost of such extension as is necessary to make the extension economically feasible.

(3) Refunds. The following procedure will be followed in making refunds on customer
advances in aid of construction:

(a) Customer advances in aid of construction are subject to refund within a five (5)
year period after signing the Line Extension Agreement.

(b) Upon request, the Company shall conduct a survey to determine if additional
customers are connected to and receiving service from the particular extension not including laterals or
extensions from the extension being served.

(c) If the survey discloses that additional customers are connected to the extension
and receiving service, the Company will refund the difference between the amount actually advanced
under the Line Extension Agreement and the amount of the advance had it been determined at the time of
the survey.

(d) All refunds will be made in cash. No refunds will be made on any Line
Extension Agreement after five (5) years from the date of the agreement. In no event will the amount of
the refunds exceed the amount originally advanced nor will interest be payable thereon.

General Conditions(e)

(1) Plant and equipment design and course: In the interest of customer service, the Company
shall determine the size of pipe and equipment in the construction of extensions to its distribution
facilities so as to enable it to maintain an adequate volume of gas at proper pressure conditions. The
course that main line extensions follow shall be determined by the Company and construction is to be
confined to public streets, roadways or rights-of-way easements.

(2) All easements or rights-of-wav required by Company for an extension, or any part
thereof, on customer's premises or other private property, shall be furnished without cost to the Company.

(3) Service Lines shall be defined as the Company supply line exiting from its mains to a
point on or adjacent to customer's premises where the Company owned meter is located, which shall be
known as the point of delivery.
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SECTION NO. 7

Conditions Gover ning Extensions of Gas Mains and Ser vice Lines (cont.)

(a) Under the Company's policy, seventy-five (75) feet of service line will be
extended uniformly at the Company's expense to all customers coming under the classification
of the Company's General Service Rate tariff.

(b) If for any reason the Company's meter should be installed at a distance
from Company mains, greater than the free allowance, then customer shall pay the Company for
such excess footage at the uniform rate per foot as shown in Section No. 7, Article (c). The
amount paid by customer for such excess footage is non-refundable and all pipe, fittings, meter
and regulator located between the Company's main and the point of delivery at the outlet of
meter shall not exceed the net distance of two hundred twenty-tive (225) feet, all of which shall
become the property of the Company and will be owned, operated and maintained by the
Company in accordance with provisions set forth in Section No. 5, Articles (c) and (d).

(c) All service lines, whenever practicable, shall be extended at right angle
from the Company's main on a tangent to meter location.

SECTION no. 8

Policy on Tr ailer  Par ks

to) Each trailer must have an outside make up air vent.

(b) Each trailer must have a flexible connector of a minimum length of 36" between the
bottom of the trailer and ground level at the gas inlet to the trailer.
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Billing Options

EQUAL P AYM ENT PLAN:

1. The Equal Payment Plan (EPP) is available to all residential customers provided that the
customer (applicant) has established credit to the satisfaction of the Company.

2. Participation in the EPP is subject to approval by the Company.

3. Customers may sign up for the EPP during the month of May each year. The EPP amount
will be based on the annual estimated bill divided into 1 l equal monthly payments.

4. The Company will render its regular monthly billing statement showing both the amount
for actual usage for the period and the designated EPP amount. The customer will pay
his designated EPP amount, plus any additional amount shown on the bill for materials,
parts, labor or other charges.

5. The settlement month is May, 12 months from the time the customer entered the EPP.
The settlement amount is the difference between the EPP payments made and the amount
actually owing based on actual usage during the period the customer was billed under the
EPP. All debit amounts are due and payable in the settlement month. Credit amounts
will be canied forward and applied against the first billing or billings due in the next EPP
year.

6. The EPP amount may be adjusted quarterly to reduce the likelihood of an excessive debit
or credit balance in the settlement month for changes in rates due to Commission-
approved rate increases or decreases greater than 5 percent, or when estimates indicate
that an overpayment or under collection of $50 or more may occur by the end of the plan
year.

7. The Company may remove from the EPP and place on regular billing any customer
who fails to make timely payments according to his EPP obligation. Such a customer
will then be subject to termination of service in accordance with this tariff.

8. Readmission to the EPP will be subject to approval by the Company and payment in full
of all past due amounts.
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SECTION NO. 9

Billing Options (cont.)

EQUAL P AYM ENT PLAN (con t) :

9. A customer may voluntarily withdraw from the EPP at any time. Any amounts then
owing for usage in excess of usage already paid for under the EPP will become due and
payable at the customer's next regular billing, in accordance with the Company's filed
tariff schedules. Any EPP payments in excess of amounts based upon actual usage at the
time of withdrawal will be applied to the customer's next regular monthly bill or will be
refunded by check if requested by the customer.

LANDLORD AGREEMENTS1

A landlord agreement is defined herein as an agreement between the Company and a qualified
landlord which allows for the automatic continuation of service in the landlord's name when a
tenant requests disconnection of service. A qualified landlord is a rental property owner that has
established credit with the Company according to the provisions set forth in this Tariff.

1. The landlord agreement shall not apply when a tenant is disconnected for nonpayment of
gas bills.

2. Disputes regarding effective dates of service shall be resolved between the tenant and the
landlord.

3. The service establishment charge may be waived when service under the landlord
agreement automatically reverts to the landlord's account but shall apply when a new
tenant requests service at that location.

4. The landlord agreement may be terminated by the landlord or the Company at any time
with 30 days written notice.
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Billing Options (cont.)

DEFERRED PAYMENT PLAN1

I. The Company may, prior to termination, offer to qualifying residential customers a deferred
payment plan for the customer to retire unpaid bills for Company service.

2. Each deferred payment agreement entered into by the Company and the customer due to the
customer's inability to pay an outstanding bill in full shall provide that service will not be
discontinued if:

(a) Customer agrees to pay a reasonable amount of the outstanding bill at the time the
parties enter into the deferred payment agreement.

(b) Customer agrees to pay all future bills for Company service in accordance with the
billing and collection tariffs of the Company.

(c) Customer agrees to pay a reasonable portion of the remaining outstanding balance in
installments over a period not to exceed six months.

3. For the purposes of determining a reasonable installment payment schedule under these rules, the
Company and the customer shall give consideration to the following conditions:

(21)

(b)

(c)

(d)

Size of the delinquent account

Customer's ability to pay

Customer's payment history

Length of time that the debt has been outstanding

(6)

up

Circumstances which resulted in the debt being outstanding

Any other relevant factors related to the circumstances of the customer

4. Any customer who desires to enter into a deferred payment agreement shall establish such
agreement prior to the Company's scheduled termination date for nonpayment of bills. In the
event a defeiTed payment agreement has been negotiated and the customer fails to execute said
agreement prior to the scheduled termination date, the Company shall discontinue service for
nonpayment.
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Billing Dptions (cont.)

DEFERRED PAYMENT P LAN (cont):

5 . Deferred payment agreements may be in writing and shall be signed by the customer and
an authorized Company representative.

6 . A deferred payment agreement may include a finance charge as approved by the
Commission in a tariff proceeding.

7 . If a customer has not fulfilled the terms of a deferred payment agreement, the Company
shall have the right to disconnect service pursuant to the Company's termination of
service mies and, under such circumstances, it shall not be required to offer subsequent
negotiation of a deferred payment agreement prior to disconnection.

ELECTRONIC BILLING:

Electronic Billing is an optional billing service for residential sales customers whereby
customers may elect to receive, view and pay their gas bills electronically. An electronic bill
may be generated in lieu of a paper bill under the following conditions:

1. Customers requesting this service may be required to complete additional forms and
agreements with the Company and/or the Electronic Billing Service Provider.

Customers must use a third-party Electronic Billing Service Provider.2.

3. Electronic Billing may be discontinued at any time by the Company, the customer or the
Electronic Billing Service Provider.

4. Except as otherwise provided in this section, all other provisions of the Company's Rules
and Regulations as contained in this Tariff are applicable to Electronic Billing and made
a part hereof.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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PART THREE

LOW INCOME PROGRAM LIP

APPLICABILIT Y

Applicable to residential service for domestic use rendered to low-income households
where the customer meets all of the program qualifications and special conditions of this
rate schedule.

TERRI TORY

Within all customer service areas served by Alliant Gas, LLC ("Alliant").

RATES

The discount rate is 15 percent of the total bill of $10.00 per month, whichever is less.

PROGRAM QUALIFICATIONS

1.

2.

3.

4 .

5 .

6 .

The bill must be in your name and the address must be your primary residence or
you must be a tenant receiving gas utility service for which you are responsible.

You may not be claimed as a dependent on another person's tax return.

You must reapply each time you move residences.

You must reapply every two (2) years, or sooner, if requested.

You must recertify each year by submitting a declaration attesting to your
continuing eligibility.

You must notify the Company within thirty (30) days of having become ineligible
for the LIP.

7. Your total gross annual income of all persons living in your household cannot
exceed 150 percent of the annual Federal Poverty Guidelines:1

! The 2020 U.S. Department of Health and Human Services poverty guidelines are in effect as of
January .

Effective :I s s ued :

ISSUED BY:

All iant  Gas, LLC
200  W. Longhorn Road

Payson, AZ 85541
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Effective: ,2020

Total Gross
Annual Income

No. of Persons
in Household

1
2
3
4
5
6

$xxxx
$xxxx
$xxxx
$xxxx
$xxxx
$xxxx

For each additional person residing in the household, add $XXXX

For the purpose of the program the "gross household income" means all money and non-
cash benefits, available for living expenses, from all sources, both taxable and non-
taxable, before deductions for all people who live in your home. This includes, but is not
limited to:

Social Security, SSI, SSP
Scholarships, grants, or other aid
Disability payments
Food Stamps
Insurance settlements
Unemployment benefits

Rental or royalty income
Profit from self-employment

(IRS form Schedule C, Line 29)
Worker's Compensation
Child Support
Spousal Support

Wages or salaries
Interest or dividends from:

Savings account, stocks or bonds
used for living expenses

TANF (AFDC)
Pensions
Gifts

Effective:Issued:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541
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SPECIAL CONDITIONS

1. Application and Eligibility Declaration: An Application and eligibility declaration on
a form authorized by the Commission is required for each request for service under
this schedule. Renewal of a customer's eligibility declaration will be required at least
every two (2) years.

2. Recertification: A customer enrolled in Alliant's LIP must, each year, recertify by
submitting a declaration attesting to continuing eligibility.

3. Commencement of Rate: Eligible customers shall be billed on this schedule
commencing with the next regularly scheduled billing period that follows receipt of
application by Alliant.

4. Verification: Information provided by the applicant is subject to verification by
Alliant. Refusal or failure of a customer to provide documentation of eligibility
acceptable to Alliant, upon request by Alliant, shall result in removal from this rate
schedule.

5. Notice from Customer: It is the customer's responsibility to notify the Alliant if there
is a change of eligibility status.

6. Rebilling: Customers may be re-billed for periods of ineligibility under the
applicable rate schedule.

7. Participation Cap: The LIP is limited to 10% of the residential customer base.

LIP ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non-participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance provided to Alliant
qualifying customers.

2. The Company will file annually a report detailing the number of participants from the
previous calendar year, the total amount of discounts given, direct and indirect costs
associated with the program, collections made from the surcharge from all ratepayers
used to fund the program, the Company's calculation for a new annual surcharge, and
providing updated gross annual income guidelines from the federal government as
necessary. The report will be based on a twelve month period of January 1 through
December 31 .

3. If an applicant does not meet the LIP qualifications, they will be notified by Alliant
of ineligibility and the reason for denial.

Effective:Issued:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541



Sheet No. 26ALLIANT GAS, LLC

DOCKET no. G-20889A-19-XXXX Cancelling Sheet No. _

Applies to Payson Division

PART THREE

LOW INCOME PROGRAM LIP

SURCHARGE

APPLICABILITY

Applicable to all customers of the Company not participating in the LIP, through which
residential service for domestic use is rendered to low income households where the
customer meets all the LIP qualifications and special conditions of the LIP rate schedule.

TERRITORY

Within all customer service areas served by the Company.

RATES

A surcharge of $_ will be applied each month to the bills of non-participating
customers for recovery of the costs (discounts, direct costs, and conying charges)
associated with the LIP program. The surcharge is the amount resulting from dividing
the total program costs by the number of bills issued to non-participating customers in the
past 12-month tracking period. Tracking period is defined as the previous calendar year
(January l through December 31).

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541
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ALLIANT GAS, LLC
APPLICATION FOR LOW INCOME PROGRAM

Your Name
As it appears (Ill your bill or as appearing ()ll valid izlenli/icurion

Customer Account No.

Service Address

Ma i l i n g  A d d r e s s
U cl{ukre11t.froI11 above nr/dress

Daytime Telephone Number
Please include Area Code

Number of people living in household: Adults + Children = Total

Total Gross Annual Income of Household:

Applicants must provide a copy of their current picture ID, most recent bill, and most recent proof of 30day
income (i.e., pay stubs, SSA, SSI, unemployment insurance, etc.) along with the application for verification
of program eligibility. Annual low income cannot exceed 150% of the annual Federal Poverty Guidelines
($XXXX for a singleperson household and $XXXX for a two-person household). For more information OI]
the Federal Poverty Guidelines please visit www.aspe.hhs.gov.
**Please note, if approved for the LIP, approval is ongoing. ***

By signing below I certify under penalty of perjury that (1) this information is true and correct under the
laws of the Slate of Arizona. (2) I am not claimed as a dependent on another person's tax rctum and
(3) I will provide proof of income and notify Alliant Gas LLC of any changes that affect my eligibility.
I understand that if I receive the discount without meeting the qualifications for it, I may be required to pay
back the discount I received.

DateCustomer Signature

INSTRUCTIONS: An Application for Alliant's Low Income Program must be submitted every
two (2) years. A Declaration of Eligibility must be submitted annually.

Submit completed application to:

Alliztnt Gas LLC
200 W. Longhorn Road
Payson AZ 8554 I
Payson@AlliantGas.com

FOR ALLIANT GAS. LLC USE ONLY

Date received Date Verified Verified By
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ALLIANT GAS, LLC
Low INCOME PROGRAM DECLARATION OF ELIGIBILITY

Your Name
As il appears on .your bill or as appearing o/1 valid idenlidcation

Customer Account No.

Service Address

Mailing Address
Uil{uere11I.hun1 above address

Daytime Telephone Number
Please include AreaCode

I, 7

Your Name (please print)

last submitted an LIP Application on
(do/mm/yyyy)

and hereby confirm my eligibility for the year ending
(do/mm/yyyy)

DateCustomer Signature

INSTRUCTIONS: An Application for Alliant's Low Income Program must be submitted
every two (2) years. A Declaration of Eligibility must be submitted annually.

Submit completed declaration to:

Alliant Gas LLC
200 W. Longhorn Road
Payson AZ 85541
Payson@AlliantGas.com

ALLIANT GAS LLC USE ONLY

Date VeribedDate received Verified By
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Applies to Payson Division

PART FOUR

DEPLOYED SERVICES MEMBER PROGRAM

This program allows the Company to provide a credit to deployed service members of the
United States Military equal to the cost of the basic and volumetric charges as well as
applicable taxes.

The Company will provide the credit on the deployed service member's gas bill provided that
the following criteria are met:

1 . Deployment is not a "permanent change of station." Permanent change of station
requires a service member to permanently change his or her place of residence, paid
for by the applicable military branch. A service member's decision to keep a
secondary residence in Arizona would be discretionary and would not qualify for this
credit.

2.

3.

Deployed member does not have family or any tenant(s) living in the premises. Short
term deployments, where a spouse and/or dependents remain in the United States
would not qualify, as the service member would receive separate compensation from
the military to cover domestic expenses while deployed.

The deployed service member is an active member of the military (e.g., Air Force,
Army, Coast Guard, Marines, and Navy) .

ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non~participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance p1ovided to Alliant
qualifying customers.

2. Participation shall be limited to 10% of the residential customer base, but the
Company is permitted to seek Commission approval to change participant limits
based on level of participation.

3. The Company will annually file with Docket Control a report detailing the number of
participants from the previous calendar year, the total amount of credits provided by
the program, the total of any program administrative costs, collections made from the
surcharge from all ratepayers used to fund the program, and the Company's
calculation tor a new annual surcharge. The report will be based on a twelve month
period of January I through December 31.

Effective:Issued:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541
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Applies to Payson Division

PART FOUR

DEPLOYED SERVICES MEMBER PROGRAM

APPLICABILITY

Applicable to all customers of the Company not participating in the Deployed Services
Member Program, through which residential service for domestic use is rendered to
deployed service members of the United States Military where the customer meets all the
program qualifications and special conditions of this rate schedule.

TERRITORY

Within all customer service areas served by the Company.

RATES

A surcharge of $_ will be applied each month to the bills of non-participating
customers for recovery of the costs (discounts, direct costs, and carrying charges)
associated with the Deployed Services Member Program. The surcharge is the amount
resulting from dividing the total program costs by the number of bills issued to non-
participating customers in the past 12-month tracking period. Tracking period is defined
as the previous calendar year (January 1 through December 31).

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541
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ALLIANT GAS, LLC

DEPLOYED SERVICES MEMBER PROGRAM APPLICATION

Your Name
A.v iz appears U11 your bill or as appearing on valid itfenfificafion

Customer Account No.

Service Address

Ma i l i n g  A d d r e s s
Udi#eI.e11I f/ani above address

Daytime Telephone Number
l'lea.ve include Area (0¢le

1,
Your Name (please print)

confirm my eligibility until
(deployment return date)

DateCustomer Signature

INSTRUCTIONS: Attach a copy of your redacted deployment orders.

Submit completed application to:

Alliant Gas, LLC
200 W. Longhorn Rd.
Payson, AZ 8554]
Payson@AlliantGas.com

ALLIANT GAS, LLC USE ONLY

Date received Date Verified Verified By
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Applies to Payson Division

PART FIVE

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM

This program allows the Company to provide a $10 monthly credit to discharged,
disabled members of the United States Military personnel provided that the individual
can provide discharge documentation demonstrating that the individual had any level of
disability as a result of their service.

ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non-participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance provided to Alliant
qualifying customers.

2. Participation shall be limited to 10% of the residential customer base on a first-
come, first-served basis. But the Company is permitted to seek Commission
approval to change participant limits based on level of participation.

3. The Company will annually file with Docket Control a report detailing the
number of participants from the previous calendar year, the total amount of
credits provided by the program, the total of any program administrative costs,
collections made from the surcharge from all ratepayers used to fund the program,
and the Company's calculation for a new annual surcharge. The report will be
based on a twelve month period of January l through December 31.

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541
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Applies to Payson Division

PART FIVE

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM

SURCHARGE

APPLICABILITY

Applicable to all customers of the Company not participating in the DMVC Program,
through which residential service for domestic use is rendered to discharged, disabled
members of the United States Military personnel where the customer meets all the
program qualifications and special conditions of this rate schedule.

TERRITORY

Within all customer service areas served by the Company.

RATES

A surcharge of $_ will be applied each month to the bills of non-participating
customers for recovery of the costs (discounts, direct costs, and carrying charges)
associated with the DMVC Program. The surcharge is the amount resulting from
dividing the total program costs by the number of bills issued to non-participating
customers in the past 12-month tracking period. Tracking period is defined as the
previous calendar year (January 1 through December 31).

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
200 W. Longhorn Road

Payson, AZ 85541



Sheet No. 34ALLIANT GAS, LLC

DOCKET NO. G20889A- 19-XXXX Cancelling Sheet No.

ALLIANT GAS, LLC

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM
APPLICATION

Your Name
As if appears ()l1 your bill or as appearing on valid identification

Customer Account No.

Service Address

Ma i l i n g  A d d r e s s
IfdUfe1e11tf}o/11 above address

Daytime Telephone Number
Please include Area Code

I, 1

Your Name (please print)

confirm my eligibility until
(deployment return date)

DateCLlSl:OMCI Signature

INSTRUCTIONS: Attach proof of discharge due to disability from service.

Submit completed application to:

Alliant Gas, LLC
200 W. Longhorn Rd.
Payson, AZ 8554]
Payson@AlliantGas.com

ALLIANT GAS, LLC USE ONLY

Date received Date Verified Verified By
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PART ONE

STATEMENT OF CHARGES

RATES

. the Commission approved the following rates
for Alliant Gas, LLC's ("Company") Page Division:

In Decision No. XXXXX, dated
and charges to become effective

ChargeDescrip t ion

$35.00

$70.00

$90.00

$50.00

$3500

$70.00

$90.00

$100.00

$30.00

Establishment of Service During Regular Hours

Expedited

After Hours

Re-Establishment After Seasonal Disconnect (Basic Service
Charge Times Months Disconnected)

Minimum Charge

Re-connection of Service During Regular Hours

Service Labor Charges

Regular Hours

After Hours

Customer Requested Meter Test

Customer Requested Meter Re-Read (If Original Read
Conect)

NSF Check

Late Charge (Per Mouth)

$20.00

1.50% or $5.00 whichever is
greater

AAC R14-2-403(B)

2%

Actual Cost of Material & Labor

$25.00*

Deposit Requirements

Interest on Customer Deposits

Broken Line Repair (Customer Responsibility)

Collection Fee for Notification of Service Termination

Per AAC R14231 I. The Company shall charge a collection fee in the amount of $25.00 when an account becomes delinquent and field
personnel must make a premises visit. This fee shall be assessed whether the gas service is disconnected or left on. If an account
becomes delinquent three (3) or more times in a calendar year. the collection fee will increase to $30.00 for the third and on any
subsequent occurrences.

Issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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Applies to Page Division
PART ONE

STATEMENT OF CHARGES

GS-1 General Propane Gas Service

AVAILABILITY Available to all customers within the Companys service area which meet applicability
requirements and where facilities of adequate capacity and suitable pressure arc adjacent
to the point of delivery.

APPLICABILITY Applicable to all propane gas service supplied through one point of delivery and
measured through one meter. Not applicable to negotiated contracts. temporary, standby
supplementary or resale service.

RATES

RESIDENTIAL BASIC SERVICE CHARGE $9.65

RESIDENTIAL DELIVERY $8/THERM $ l .0602
For propane gas supplied during the monthly billing period.

COMMERCIAL BASIC SERVICE CHARGE $27.90

COMMERCIAL DELIVERY $/THERM $0.6768
For propane gas supplied during the monthly billing period.

PURCHASED GAS ADJUSTMENTADJUSTMENTS

The cost of gas is recovered solely through the Company's Purchased Gas
Adjustor Mechanism ("PGA"). Through this PGA the actual cost of gas flows
through to customers. The monthly gas rate is based on a banded I2month
rolling average cost of gas. which cannot change more than $0.20 per therm
over a [2-month period. The PGA is also subject to a bank balance threshold of
$1 10.000 which if exceeded may result in a Commissionauthorized surcharge or
credit.

Tax Adjustments and Regulatory Assessments

Total monthly sales for gas service are subject to adjustment for all federal, state, and local governments' taxes or
levies on such sales and any assessments that are or may be imposed by regulatory agencies on gross revenues.

Conditions of Service
The terms and conditions for the provision of service to the customer under this rate schedule are also subject to the
Rules and Regulations of the Company as approved and modified from time to time by the Arizona Corporation
Commission.

Issued: [DATE 2020] EffGC[iV€Z IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
DecisionNo. XXXXX
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PART ONE

STATEMENT GF CHARGES

PURCHASED GAS AD USTOR MECHANISM PGA

AVAILABILITY This Purchased Gas Adjustor shall apply to all schedules.

APPLICABILITY The Monthly Gas Cost (MGC) rate for schedules covered by this provision
includes the sum of the rolling twelve-month average PGA rate plus the Gas Cost
Balancing Account Adjustment, if applicable. Monthly adjustments will be made
to the MGC to reflect the most currently available PGA rate. In accordance with
Decision , the PGA rate included in the MGC rate cannot be more than
$0.20 per therm different than any PGA rate iii effect during the preceding
12 months.

BANK BALANCE The Company shall establish and maintain a Gas Cost Balancing Account

(GCBA), if necessary, for the schedules subject to this provision. Entries shall be

made to this account each month, if appropriate, as follows:

1

2

3

A debit or credit entry equal to the difference between
(a) the actual purchased gas cost for the month, and
(b) an amount determined by multiplying the MGC rate by the therms billed

during that month.

A debit or credit entry for refunds of payments authorized by the
Commission.

A debit or credit entry for interest to be applied to over- and under-collected

bank balances based on the monthly one-year nominal Treasury constant

maturities rate.

MONTHLY INFORMATION FILINGS

Each month the Company shall make a cost of gas informational filing with Commission Staff to include
any and all information required by the Commission Additionally, the Company shall file revised tariff
sheets that include the current month's MGC rate.

ADDITIONAL RE UIREMENTS
A special review is required if the GCBA reaches $110,000 over- or under-collected. The Company must
file an application for an adjustment within forty-five (45) days of completing the Monthly Informational
Filing that demonstrates that the threshold has been exceeded or contact the Commission to discuss why
an adjustment is not necessary at that time. The Commission, upon review, may authorize the balance to
be amortized through a predetermined rate (the Gas Cost Balancing Account Adjustment) included as part
of the MGC for a specified period.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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Applies to Page Division
PART TWO

STATEMENT OF TERMS AND CONDITIONS

INTR DUCTION
The policies outlined herein are to meet current, normal operating circumstances and are subject
to change after such revision(s) have received the approval of the Arizona Corporation
Commission. Pursuant to the Arizona Administrative Code, Public Service Corporations,
Corporations and Associations, Chapter 2, Article 3. Gas Utilities, the following additional rules
and regulations pertaining to Gas Service are adopted by Alliant and are to be observed and
followed within the Page service territory. The Schedule of Rates and Service Charges and the
Company's rate schedules on tile with the Commission are applicable as well.

SECTl()N NO. l

A Va Ila ability

(a) Service is available to all customers within the Company's certificated service area where
facilities of adequate capacity and suitable pressure are adjacent to the point of delivery.

(b) Where customers cannot be served directly from the Company's existing facilities, the
Company will extend its distribution mains and service lines pursuant to the Company's
Main Extension Policy set forth herein.

SECTION no. 2

Inaugurating Service

(a) When gas service is inaugurated to new customers, a Service Establishment fee of $35.00
will be charged and will be included in the customers' first monthly billing.

(b) Before any person shall be entitled to receive service under the Company's General
Service Rate tariff, such person must sign the Company's standard application for gas
service and deposit with the Company the customary security as hereafter provided in
Section No. 3.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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P AR T TWO

STATEM ENT OF  TERM S AND CONDITIONS

SECTION no. 3

Secur it y Deposit

(a) The Company may, in its discretion, require a security deposit prior to inaugurating
service.

(b) Residential customer deposits shall not exceed two times that customer's estimated
average monthly bill but shall not be less than $200.00.

(c) Nonresidential customer deposits shall not exceed 2 1/2 times that customer's estimated
maximum monthly bill but shall not be less than $300.00

(d) Residential deposits and accrued interest shall be relimded, 01 Letter of Guarantee or
surety bond shall expire af ter  12 months of  serv ice if  the customer  has not been
delinquent more than twice in the payment of utility bills during that service period.

Ce) The Company shall be entitled to apply customer's security deposit, together with any
unpaid interest accrued thereon, to any indebtedness owed the Company, and when it has
been applied to such indebtedness, the consumer's gas service may be discontinued until
the entire delinquent balance of the account is paid and an adequate deposit is again made
with the Company by customer. No interest will accrue on any deposit after
discontinuance of the service to which it relates.

(to The Company will issue to each customer from whom a security deposit has been
received a non-assignable receipt.

(g) Interest, computed at the rate of two percent per annum will be paid by the Company
upon each such deposit for the time the deposit was held and customer was being served
by the Company, except that no interest will be paid on deposits held by the Company for
less than 15 consecutive days. Payment of interest on customer's security deposits will
be made during the first quarter of each calendar year and shall be paid, at the Company's
option, either by check or by credit on customer's monthly bill, and each such payment
shall cover all interest accrued up to the end of the immediate preceding year.

Issued: [DATE 2020] Effective: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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PART TWO

STATEMENT OF TERMS AND CONDITIONS

SECTION no. 4

Charges  for Spec ial Serv ice

(a) Season-Discontinuance: When service is discontinued and later restored for the same
customer at the same premises within a period of twelve months from the date upon which it
was discontinued at customer's request, a charge equal to the basic service charge times the
months of discontinuance (minimum $50.00) shall be made for such reconnection. This
charge will appear on a subsequent monthly bill.

(b) Non-Pavment Discontinuance: When satisfactory arrangements have been made by a
customer after service has been discontinued because of non-payment, service will be
restored upon payment in advance of a reconnection charge of $50.00.

(c) Exceptions:

(1) The above discontinuance charges are not applicable to Churches, Public
Schools, and Governmental buildings supported by City, County, State or Federal Funds, or
in cases where the customer's service has been interrupted by some catastrophe beyond his
control.

(2) A Contractor in the process of building new houses for sale to the general
public or a housing project for the Federal Government will on occasion require gas service
to complete construction, particularly the interior of a building. There will also be occasions
where gas service is required during the period when a new dwelling is on display and is in
the process of being sold. In such instances, a Contractor or Developer shall not be required
to pay the discontinuance charge, so long as service is discontinued in his name after the
house has been completed or sold.

(d) Special Meter Reading Service: When a customer requests the Ccmpany to read a meter at
any time other than the regular reading date, a charge of $30.00 may be made. In the event
the meter is found to have been over-read or there is a leak on the outlet of the meter, no
charge will be made in those instances.

(6) Testing Meters at Customer's Request: When a customer requests his meter be tested for
accuracy and it is found that the meter is within three percent fast or slow, based on the
average of check and open flow test method, no billing adjustment shall be made and the
customer shall be charged up to $250.00 for this special service in addition to the
COMPANY'S HOURLY RATES THEN IN EFFECT for meter replacement. In the event
the meter is found to test more than three percent fast or slow on the basis as stated above, no
charge will be made for the testing and customer will receive a billing adjustment based on
the corrected consumption determined under the procedures set forth in Section No. 5,
Article (j).

Effective: IDATE. 2020]Issued: IDATE. 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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SECTION no. 4

Char ges for  Special Ser vice (cont .)

(f) Appliances and Other Miscellaneous Service:

(1) As used  herein  "HOURLY RATES THEN H\I EFFECT" shall be determined
based on the  Schedule  of Rates and Service  Charges approved by the  Arizona
Corporation Commission (Exhibit A hereto) and whether the repair is made during
regular business hours (between the hours of 7 a.m. and 4 p.m. Monday through Friday)
or after hours.

(2) When customer requests that the Company meter and regulator be relocated at the
same address due to new building additions, remodeling or other reasons, the
COMP.ANY'S HOURLY RATES THEN TN EFFECT (with a one-hour minimum
charge) shall apply, plus the cost of materials.

(3) The Company shall relight pilots which have been accidentally extinguished at no
charge. Relighting of pilots which have been intentionally turned off by customer or
upon his request will be done by the Company at ITS HOURLY RATES THEN IN
EFFECT (with a one-hour minimum charge).

(4) Any other special services (such as repair of customer-caused line breaks or
conversion of appliances from natural gas to propane) shall be charged for at the
COMPANY'S HOURLY RATES THEN IN EFFECT (with a one-hour minimum charge)
plus the cost of materials, if any.

SECTION no. 5

Gener al Condit ions of Gas Ser vice

(a) Metering and Basis of Measurement: All gas delivered by the Company shall be
measured through a meter of standard type which is to be installed and maintained at the
expense of the Company. For the purpose of billing custorner(s) the unit of measurement
shall be 100,000 BTU or a Therm of gas at the pressure at which it is measured, except
when such gas is measured at a gauge pressure in excess of 1 l inches of water column.
The volume of gas measured at a gauge pressure in excess of ll inches of water column
shall be adjusted by computation in accordance with Boyle's Law, to the volume that it
would occupy at a gauge pressure of 11 inches of water column. In such computations a
value of 14.737 pounds per square inch shall be used for normal atmospheric pressure
and a value of 60 degrees Fahrenheit shall be used for the base and flowing temperature
of the gas.
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SECTION no. 5

General Conditions of Gas Service (cont.)

(b) Limits of Use: All gas delivered to any customer is for the sole use of such customer
on the custome1"s premises only, and such gas shall not be redelivered or resold or
the use thereof by others permitted unless otherwise expressly agreed to in writing by
the Company.

(c) Location of Meters: The consumer shall furnish and maintain a suitable location on
his premises for the Company's service line, meter, service cock, regulator and other
appurtenant fittings. The location shall be on the consumer's premises and as near as
practicable to the point where the consumer's house piping begins (which shall be
known as the point of delivery), and where it will be accessible at all times to the
Company's representatives for inspection, reading and testing of meter and regulator.
All meter and regulator installations shall be located where they will not be damaged
and where such equipment will be adequately ventilated. The customer shall not
permit anyone other than authorized employees to adjust, repair, connect, disconnect
Ol in any way change the meter Ol other the Company owned equipment for use in
serving his premises.

(d) Right of Ingress and Egress: Customer, without charge, shall grant to the Company,
to the extent necessary, the right to enter upon premises owned or leased by customer
(or over which customer has obtained a right of way) for the purpose of installing,
maintaining, inspecting, reading, repairing, replacing and/or relocating any service
pipe, meters, regulators and appurtenant equipment necessary for the Company to
provide a safe and adequate customer service, and the right of ingress and egress to
and from such premises at all reasonable times, with the right to remove its facilities
at the expiration or termination of service agreement.

(6) Continuity of Service: The Company shall exercise due diligence in maintaining
delivery of gas but does not guarantee an uninterrupted delivery. The Company shall
not be held liable in damages or otherwise for any interruption or failure, in whole or
in pan, in gas delivery, nor shall the Company be liable for damages to persons
and/or property due to or on account of any leakage or escape of gas or in any
manner connected with the transportation or handling thereof  beyond point of
delivery to customer, which point is understood to be at the Company-owned meter.
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SECTION no. 5

General Condit ions of Gas Serv ice (cont.)

(f) Meter Readings: All meters shall be read as nearly as may be practicable, on the same
day of each calendar month, as provided by A.A.C. R14-2-309.A.7.

(1) The reading of such meters shall be conclusive both with respect to the Company
and the customer, to quantities of gas delivered to the customer, except when the Company's
meter is found to be inaccurate, non-registering or the index has been obliterated beyond reading,
in which circumstance, an appropriate determination of the gas delivered shall be made in
accordance with the procedures set out in Section No. 5, Article Q).

(2) Additionally, the Company reserves its right to issue bills based upon estimated
usage as authorized by A.A.C. R14-2-310.A.

(g) Rate Application and Rendition of Bills: Customers receiving gas service from the
distribution facilities of the Company within its certificated area, shall be rendered bills as
follows:

(1) General Service Rate tariff: Shall be applicable to residential and commercial
customers and under further conditions set forth in Section No. 2, Article (b).

(2) Tax Additions: The applicable proportionate part of any taxes or governmental
impositions which are assessed on the basis of the gross revenues of the Company and for the
price of or revenue from the gas or service sold and for the volume of gas purchased for sale or
sold by the Company, shall be added to the Company's authorized rates in effect at the time
service is supplied.

(3) Application of Increased Cost: The Company's current rates are subject to
increase or decrease in each Their by the amount of any increase(s) or decrease(s) in the price
per unit of measurement paid by the Company for gas purchased, with correction being made for
volume on an appropriate measurement basis.

(4) Rendition of Bills and Payment: The billing of all customers shall be completed
as promptly as practicable following the Colnpany's established monthly meter reading date.
Customers shall be allowed ten (10) days following the date bills are rendered to pay the net
amount. Any payment not received by due date shall be considered past due. All past due
payments not received within the (10) days after becoming past due shall be considered
delinquent.
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SECTION no. 5

General Conditions of Gas Service (cont.)

(h) Discontinuance of Service: When a customer fails to pay his account within Len (10)
days after due date, the Company shall give customer five (5) days written notice that if account
is not paid in full within the five (5) day grace period, the Company may discontinue service,
and it will be necessary for the Company to apply customer's security deposit and accrued
interest, if any, to his account. Should the amount of customer's security deposit and accrued
interest not be sufficient to cover total amount due the Company, then following such action, if
the customer desires to resume gas service it will be necessary for him to pay the Company the
balance of his unpaid account in addition to a reconnection charge of $50.00 and a deposit equal
to two times the estimated average bill but no less than $200.00, before service will be resumed.

(i ) Discontinuance without Notice: The Company shall have the right to discontinue service at
any time without advance notice to customer for any of the following reasons:

(1) The existence of an obvious hazard to the safety or health of the consumer or the
general population.

(2) The Company has evidence of meter tampering or fraud.

(3) Fai lure of a customer to comply with curtai lment procedures imposed by the
Company during supply shortages.

0) Meter Testing and Billing Adjustments:

(1) All gas to be delivered by the Company shall be measured at point of delivery by
meters of a standard type and are to be installed and maintained by and at the expense of the
Company. Customer shall have access to such meter(s) at all reasonable times, together with the
right to witness tests and inspection of said meter(s) and to have a representative present at the
readings of meter(s).

(2) In the event customer should install meter(s) to check the Company's meter(s), then
the Company shall have the same rights of access to and inspection of customer's check mete1(s) as
customer enjoys with reference to the Company's meters. The Company's meters shall be tested in
the presence of a representative of customer, should customer so desire. Any meter found upon test
to register within three percent of the accuracy, whether slow or fast, shall be deemed to be correct.
If a meter is found to register more than three percent, slow or fast, then for the period between the
discovery of the inaccuracy and the last previous test the reading of such meter shall be corrected by
increasing or decreasing the volume of gas, as the case may be, by an amount equal to the difference
between the total inaccuracy and three percent.
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SECTION no. 5

Gener al Condit ions of Gas Ser vice (cont .)

(3) However, pursuant to A.A.C. R14-2-310.E.l, in no event shall an adjustment for
inaccuracy extend over a period longer than three (3) months from the date the error was
discovered by test. In the event the Company's meter index should be damaged to the extent that
it could not be read or meter should become inoperative with meter valves open, the quantity of
gas delivered during such period shall be determined by one of the following methods
applicable:

(a) By computing the deliveries from the registration of customer's check
meter, should customer have a corresponding meter installed and accurately registering,

(b) By estimating the quantity delivered upon the basis of deliveries during
preceding billing period under similar conditions when the meter was registering accurately.

(k) Adjustment Due to Leakage on Customer's Lines: No adjustment shall be made and
the Company shall not be liable for any leakage beyond the point of delivery.

(1) Disputed Bills: In the event a customer questions the amount of any bill for service
rendered by the Company, the proper remedy for such customer to prevent disconnection for
non-payment of his bill shall be to pay the undisputed amount and notify the Company of the
disputed amount prior to the delinquent date of the bill. The Company shall promptly make a
thorough investigation of the disputed account. If the account is found in error, the Company
shall promptly correct same and render a corrected bill to the customer, together with any refund
to which the customer is entitled. If the Company determines that the customer still owes an
amount on the account, the customer shall submit payment within five (5) working days of
receiving the results of the Company's investigation. The customer may then submit the dispute
to the Commission.

(rn) Change of Occupancv: When a customer moves from any premises supplied by the
Company with gas service, notice thereof shall be given at the office of the Company not less
than three (3) working days prior to the date of such change, by the outgoing party, who will be
held responsible for all service supplied to the premises up to the scheduled turn-off date.
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SECTION NO. 5

General Condit ions of Gas Serv ice (cont.)

(n) Manner of Serving Notice: Notice by the Company or customer may be given by or to an
authorized representative of the Company or by letter deposited in the United States Mail with first
class postage prepaid. Notice by letter shall be considered given when deposited in the United States
mail, postage prepaid.

SECTION no. 6

Respons ib ility for Gas Equipment

(a) The Company shall be responsible for the safe conduct and handling of the gas until it passes
the point of delivery specified in Section No. 5, Article (c) of these regulations. Except as stated
herein, the entire responsibility for the safe conduct, handling and utilization of the gas aber it passes
the point of delivery shall be that of the consumer. In case of loss or damage to the Company's
property from the acts of negligence of the consumer, the consumer shall indemnify the Company for
the cost of repairing or replacing such property.

(b) Although the Company assumes no responsibility for the safe upkeep or operating conditions
of any consumer's service line downstream of the point of delivery or of his house piping, fixtures or
appliances, the Company may refuse to turn on the gas to any consumer's premises until all the
consumer's pipes and appliances have been tested and found to be tight, safe and free from leaks and
in good, safe operating condition. Such proof, if requested by the Company, shall be in the form of a
certificate executed by a licensed plumber or by the local municipal gas inspector, certifying that
such pipes and appliances have been tested and found to be tight, safe, free from leaks and ready for
use. After the gas has been turned on, the Company shall test the consumer's pipes and appliances
for leakage. Whenever leakage is found in any such test, the Company shall discontinue service until
such leakage is properly corrected by the customer.

(c) Immediate notice shall be given to the Company by the Consumer of any gas escaping on the
Consumer's premises. Under no circumstances shall the Company be charged with constructive
notice of defects in piping, equipment and/or appliances (other than the meter, service cock, regulator
and other facilities installed by the Company) from the point of delivery. Upon receipt of notice of
escaping gas, the Company shall, as promptly as may be feasible under the circumstances, send one
of its representatives to investigate the matter. If the leakage is found to be caused by one of the
Company's facilities, the Company shall have the right to temporarily discontinue service until the
leakage can be corrected. In the event the leakage is found to be caused by facilities for the upkeep
of which the consumer is responsible, the Company shall have the right to discontinue service until
such time as the leakage is corrected through proper changes, adjustments and/or repairs.
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SE CTI ON n o. 7

Condit ions Gover ning Extensions of Gas Mains and Ser vice Lines

Subject to availability of adequate capacity and suitable pressure at the point of beginning of
measurement of the extension, the Company will extend its distribution facilities as provided in
this Section. Proposed extensions to serve larger than average customer(s) (such as residential
subdivision developers, large commercial customers and permanent mobile home parks) shall be
considered on a revenue basis as hereafter provided in Articles (b) and (d).

The free footage allowances shown above are limited to pipe sizes of 2 inch and

(a) Free Main and Service Line Extension-Footage Basis.

The following maximum amount of free main and service line extension shall be allowed for the
purpose of providing gas service to new permanent residential and/or commercial consumers
served under the Company's General Service Rate tariff.

(1) One hundred fifty (150) feet of main line and seventy-five (75) feet of service line
for each new permanent customer if the main extension is to serve customer(s) having installed
gas operated equipment.

(2) In any instance where the Company is able to reduce its cost by participating in a
community ditch program with another utility, the amount of the free main extension shall equal,
and not exceed the normal cost of installing one hundred fifty (150) feet of main by the
Company.

(3)
smaller.

(4) A reduction of the footage allowances shown above may be made by the
Company under the following circumstances :

(a) Where service is to a residence of less than normal size, with one to three
rooms, small filling stations, etc., where gas consumption would be too limited to support a
prudent investment.

(b) Where extension is to be installed in casing under highway pavement.

Where extension is to be installed across private property involving the(c)
purchase of right-of-way.
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SECTION no. 7

Conditions Governing Extensions of Gas Mains and Service Lines (cont.)

(5) Measurements in all cases must be along the route of construction required but no
free distance will be permitted beyond the shortest route to the nearest practical point of delivery
on each customer's premises as determined by the Company. In addition to the free distance
mentioned above, the distances necessary to cross public streets, roadways, Ol highways shall
also be tree, except any distance across state or federal highways. In the event that facilities are
required to cross state or federal highways in order to serve customers, a special study by the
Company will be necessary to determine the basis on which such facilities may be constructed.

Free Main and Service Line Extension-Revenue Basis.(b)

The Company may extend its distribution facilities without charge to the following larger than
average customer(s):

(1) Any customer or group of customers whom the Company considers permanent,
who will be served under the Company's General Service Rate tariff or other class-rate
schedules, and where the annual revenue estimated by the Company will be equal to one-half of
the cost of the extension, including meter and regulators. Free extensions made on this basis are
subject to cost limitation of $5,00(), excluding meters and regulators.

(2) Any customer or group of customers whom the Company considers permanent,
who will be served under the Company's General Service Rate tariff or other class-rate
schedules, and who require an extension costing more than $5,000, excluding meters and
regulators, if the Company determines that the volume of use makes such free extension
economically feasible. Proposed extensions to be made on this basis are subject to special study.

Customer Contribution in Aid of Construction-Footage Basis.(c)

On proposed extensions that exceed the free footage allowance, the Company will extend its
facilities up to a maximum of 4,500 feet combined distance of mains and service lines, provided
customer(s) will sign a line extension agreement and pay the Company the cost of excess footage
at the rates per foot shown in the following schedule (adjusted for culTent costs at the time of
installation) for the various sizes of mains and service lines.
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SECTION n o . 7

Conditions Governing Extensions of Gas Mains and Service Lines (cont.)

Construction Charges
(based on current vendor rates for pipes and materials)

Mains

2 inch gas main $2.50 per foot

$6.50 per foot4 inch gas main

$13.00 per foot6 inch gas main

Service Lines

$1 .50 per foot.75 to 1.0 inch plastic pipe:

Add itional Charges

_

_ _

_

_
Shading $3.00 per foot

Trench and Labor $70.00 per hour

(d) Customer Advances in Aid of Construction - Revenue Basis.

On proposed extensions that exceed the free footage allowance, the Company will extend its
facilities up to a maximum of 4,500 feet combined distance of mains and service lines on a
revenue basis as follows:

(1) For extensions over the free footage allowance, the Company will extend its
distribution facilities up to a total cost limitation of $5,000, excluding meters and regulators,
provided customer(s) will sign an extension agreement and advance to the Company a sum equal
to one half of the estimated cost of the extension, excluding meters and regulators, provided the
annual revenue as estimated by the Company for such extension is equal to at least one half of
the cost of such extension.
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SECTION no. 7

Condit ions  Gov ern ing Ex tens ions  o f  Gas  Mains  and Serv ice L ines  (cont .)

(2) For extensions costing more than $5,()00, excluding meters and regulators, that do not
show economic feasibility as provided in Article (b)(2), the Company may, at its option, and after special
study, extend its facilities provided that customer(s) will sign an extension agreement and advance as
much of the cost of such extension as is necessary to make the extension economically feasible.

(3) Refunds. The following procedure will be followed in making refunds on customer
advances in aid of construction:

(a) Customer advances in aid of construction are subject to refund within a five (5)
year period after signing the Line Extension Agreement.

(b) Upon request, the Company shall conduct a survey to determine if additional
customers are connected to and receiving service from the particular extension not including laterals or
extensions from the extension being served.

(c) If the survey discloses that additional customers are connected to the extension
and receiving service, the Company will refund the difference between the amount actually advanced
under the Line Extension Agreement and the amount of the advance had it been determined at the time of
the survey.

(d) All refunds will be made in cash. No refunds will be made on any Line
Extension Agreement after five (5) years from the date of the agreement. In no event will the amount of
the refunds exceed the amount originally advanced nor will interest be payable thereon.

General Conditions(e)

(1) Plant and equipment design and course: In the interest of customer service, the Company
shall determine the size of pipe and equipment in the construction of extensions to its distribution
facilities so as to enable it to maintain an adequate volume of gas at proper pressure conditions. The
course that main line extensions follow shall be determined by the Company and construction is to be
confined to public streets, roadways or rights-of-way easements.

(2) All easements or rights-of-way required by the Company for an extension, or any part
thereof, on customer's premises or other private property, shall be furnished without cost to the Company.

(3) Service Lines shall be defined as the Company supply line exiting from its mains to a
point on or adjacent to customer's premises where the Company owned meter is located, which shall be
known as the point of delivery.
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SECTION NO. 7

Conditions Gover ning Extensions of Gas Mains and Ser vice Lines (cont.)

(a) Under the Company's policy, seventy-five (75) feet of service line will be
extended uniformly at the Company's expense to all customers coming under the classification
of the Company's General Service Rate tariff.

(b) If for any reason the Company's meter should be installed at a distance
from the Company mains, greater than the free allowance, then customer shall pay the Company
for such excess footage at the uniform rate per foot as shown in Section No. 7, Article (c). The
amount paid by customer for such excess footage is non-refundable and all pipe, fittings, meter
and regulator located between the Company's main and the point of delivery at the outlet of
meter shall not exceed the net distance of two hundred twenty-five (225) feet, all of which shall
become the property of the Company and will be owned, operated and maintained by the
Company in accordance with provisions set forth in Section No. 5, Articles (c) and (d).

(c) All service lines, whenever practicable, shall be extended at right angle
from the Company's main on a tangent to meter location.

SECTION no. 8

Policy on Tr ailer  Par ks

(a) Each trailer must have an outside make up air vent.

(b) Each trailer must have a flexible connector of a minimum length of 36" between the
bottom of the trailer and ground level at the gas inlet to the trailer.
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SECTION no. 9

Billing Options

EQUAL PAYMENT PLAN:

1. The Equal Payment Plan (EPP) is available to all residential customers provided that the
customer (applicant) has established credit to the satisfaction of the Company.

2. Participation in the EPP is subject to approval by the Company.

3. Customers may sign up for the EPP during the month of May each year. The EPP
amount will be based on the annual estimated bill divided into ll equal monthly
payments.

4. The Company will render its regular monthly billing statement showing both the amount
for actual usage for the period and the designated EPP amount. The customer will pay his
designated EPP amount, plus any additional amount shown on the bill for materials,
parts, labor or other charges.

5. The settlement month is May, 12 months from the time the customer entered the EPP.
The settlement amount is the difference between the EPP payments made and the amount
actually owing based on actual usage during the period the customer was billed under the
EPP. All debit amounts are due and payable in the settlement month. Credit amounts
will be carried forward and applied against the first billing or billings due in the next EPP
year.

6. The EPP amount may be adjusted quarterly to reduce the likelihood of an excessive debit
or credit balance in the settlement month for changes in rates due to Commission-
approved rate increases or decreases greater than five percent, or when estimates indicate
that an overpayment or under collection of $50 or more may occur by the end of the plan
year.

7. The Company may remove from the EPP and place on regular billing any customer
who fails to make timely payments according to his EPP obligation. Such a customer
will then be subject to termination of service in accordance with this tariff.

8. Readmission to the EPP will be subject to approval by the Company and payment in full
of all past due amounts.
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SECTION no. 9

Billing Opt ions (cont .)

EQUAL PAYMENT PLAN (cont.) :

9. A customer may voluntarily withdraw from the EPP at any time. Any amounts then
owing for usage in excess of usage already paid for under the EPP will become due and
payable at the customer's next regular billing, in accordance with the Company's filed
tariff schedules. Any EPP payments in excess of amounts based upon actual usage at the
time of withdrawal will be applied to the customer's next regular monthly bill or will be
reMnded by check if requested by the customer.

LANDLO RD AGREEMENTS:

A landlord agreement is defined herein as an agreement between the Company and a qualified
landlord which allows for the automatic continuation of service in the landlord's name when a
tenant requests disconnection of service. A qualified landlord is a rental property owner that has
established credit with the Company according to the provisions set forth in this Tariff.

1. The landlord agreement shall not apply when a tenant is disconnected for nonpayment of
gas bills.

2. Disputes regarding effective dates of service shall be resolved between the tenant and the
landlord.

3. The service establishment charge may be waived when service under the landlord
agreement automatically reverts to the landlord's account but shall apply when a new
tenant requests service at that location.

4. The landlord agreement may be terminated by the landlord or the Company at any time
with 30 days written notice.
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SECTION NO. 9

Billing Dptions (cont.)

DEFERRED PAYMENT PLAN:

1. The Company may, prior to termination, offer to qualifying residential customers a deferred
payment plan for the customer to retire unpaid bills for Company service.

2. Each deferred payment agreement entered into by the Company and the customer due to the
customer's inability to pay an outstanding bill iii full shall provide that service will not be
discontinued if:

(21) Customer agrees to pay a reasonable amount of the outstanding bill at the time the
parties enter into the deferred payment agreement.

(b) Customer agrees to pay all future bills for Company service in accordance with the
billing and collection tariffs of the Company.

(c) Customer agrees to pay a reasonable portion of the remaining outstanding balance in
installments over a period not to exceed six months.

3. For the purposes of determining a reasonable installment payment schedule under these rules, the
Company and the customer shall give consideration to the following conditions:

Size of the delinquent account

Customer's ability to pay

Customer's payment history

Length of time that the debt has been outstanding

(21)

(b)

(c)

(d)

(e)

(0

Circumstances which resulted in the debt being outstanding

Any other relevant factors related to the circumstances of the customer

4. Any customer who desires to enter into a deferred payment agreement shall establish such
agreement prior to the Company's scheduled termination date for nonpayment of bills. In the
event a deferred payment agreement has been negotiated and the customer fails to execute said
agreement prior to the scheduled termination date, the Company shall discontinue service for
nonpayment.
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ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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PART TWO

STATEMENT OF TERMS AND CONDITIONS

SECTION NO. 9

Billing options (cont.)

DEFERRED PAYMENT P L AN (cont):

5 . Deferred payment agreements may be in writing and shall be signed by the customer and
an au thorized Company representat ive.

6 . A deferred payment agreement may include a finance charge as approved by the
Commission in a tariff proceeding.

7 . If a customer has not fulfilled the terms of a deferred payment agreement, the Company
shall have the right to disconnect service pursuant to the Company's termination of
service ru les and, under such ci rcumstances, i t  shal l  no t  be requ ired to  o ffer  subsequent

negotiation of a deferred payment agreement prior to disconnection.

ELECTRONIC BILLING 2

Electronic Billing is an optional billing service for residential sales customers whereby
customers may elect to receive, view and pay their gas bills electronically. An electronic bill
may be generated in lieu of a paper bill under the following conditions:

1. Customers requesting this service may be required to complete additional forms and
agreements with the Company and/or the Electronic Billing Service Provider.

Customers must use a third-party Electronic Billing Service Provider.2 .

3 . Elect ronic Bi l l ing may be discont inued at  any t ime by the Company, the customer o r  the

Electronic Billing Service Provider.

4 . Except as otherwise provided in this section, all other provisions of the Company's Rules
and Regulations as contained in this Tariff are applicable to Electronic Billing and made
a part hereof.

Effective: IDATE. 2020]Issued: [DATE 2020]
ISSUED BY:

Alliant Gas. LLC
Decision No. XXXXX
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PART THREE

LOW INCOME PROGRAM LIP

APPLICABILIT Y

Applicable to residential service for domestic use rendered to low-income households
where the customer meets all of the program qualifications and special conditions of this
rate schedule.

T ERRIT ORY

Within all customer service areas served by Alliant Gas, LLC ("Alliant").

RATES

The discount rate is 15 percent of the total bill Ol $10.00 per month, whichever is less.

PROGRAM QUALIFICATIONS

1.

2.

3.

4 .

5 .

6 .

The bill must be in your name and the address must be your primary residence or
you must be a tenant receiving gas utility service for which you are responsible.

You may not be claimed as a dependent on another person's tax return.

You must reapply each time you move residences.

You must reapply every two (2) years, or sooner, if requested.

You must recertify each year by submitting a declaration attesting to your
continuing eligibility.

You must notify the Company within thirty (30) days of having become ineligible
for the LIP.

7. Your total gross annual income of all persons living in your household cannot
exceed 150 percent of the annual Federal Poverty Guidelines:1

! The 2020 U.S. Department of Health and Human Services poverty guidelines are in effect as of
January __

Effective :Issued:
ISSUED BY:

All iant  Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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Effective: ,2020

Total Gross
Annual Income

No. of Persons
in Household

1
2
3
4
5
6

$xxxx
$xxxx
$xxxx
$xxxx
$xxxx
$xxxx

For each additional person residing in the household, add $XXXX

For the purpose of the program the "gross household income" means all money and non-
cash benefits, available for living expenses, from all sources, both taxable and non-
taxable, before deductions for all people who live in your home. This includes, but is not
limited to:

Rental or royalty income
Profit from self-employment

(IRS form Schedule C, Line 29)
Worker's Compensation
Child Support
Spousal Support

Social Security, SSI, SSP
Scholarships, grants, or other aid
Disability payments
Food Stamps
Insurance settlements
Unemployment benefits

Wages or salaries
Interest or dividends from:

Savings account, stocks or bonds
used for living expenses

TANF (AFDC)
Pensions
Gifts

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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SPECIAL CONDITIONS

1. Application and Eligibility Declaration: An Application and eligibility declaration on
a form authorized by the Commission is required for each request for service under
this schedule. Renewal of a customer's eligibility declaration will be required at least
every two (2) years.

2. Recertification: A customer enrolled in Alliant's LIP must, each year, recertify by
submitting a declaration attesting to continuing eligibility.

3. Commencement of Rate: Eligible customers shall be billed on this schedule
commencing with the next regularly scheduled billing period that follows receipt of
application by Alliant.

4. Verification: Information provided by the applicant is subject to verification by
Alliant. Refusal or failure of a customer to provide documentation of eligibility
acceptable to Alliant, upon request by Alliant, shall result in removal from this rate
schedule.

5. Notice from Customer: It is the customer's responsibility to notify the Alliant if there
is a change of eligibility status.

6. Rebilling: Customers may be re-billed for periods of ineligibility under the
applicable rate schedule.

7. Participation Cap: The LIP is limited to 10% of the residential customer base.

LIP ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non-participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance provided to Alliant
qualifying customers.

2. The Company will file annually a report detailing the number of participants from the
previous calendar year, the total amount of discounts given, direct and indirect costs
associated with the program, collections made from the surcharge from all ratepayers
used to fund the program, the Company's calculation for a new annual surcharge, and
providing updated gross annual income guidelines from the federal government as
necessary. The report will be based on a twelve month period of January 1 through
December 31 .

3. If an applicant does not meet the LIP qualifications, they will be notified by Alliant
of ineligibility and the reason for denial.

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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PART THREE

LOW INCOME PROGRAM LIP

SURCHARGE

APPLICABILIT Y

Applicable to all customers of the Company not participating in the LIP, through which
res identia l service for domestic  use is  rendered to low income households  where the
customer meets all the LIP qualifications and special conditions of the LIP rate schedule.

TERRI TORY

Within all customer service areas served by the Company.

RATES

A  s u rc ha rge  o f  $ _  wi l l  b e  a p p l i e d  e a c h mo nt h t o  t he  b i l l s  o f  no n-p a r t i c i p a t i ng
cus tomers  for recovery of the  cos ts  (dis counts , d irec t  cos ts , and ca rrying charges )
associated with the LIP program.  The surcharge is  the amount resulting from dividing
the total program costs by the number of bills issued to non-participating customers in the
past 12-month tracking period.  Tracking period is defined as the previous calendar year
(January l through December 31).

Effective:Issued:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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ALLIANT GAS, LLC
APPLICATION FOR LOW INCOME PROGRAM

Your Name
As it appears on your bill or as appearing on valid identification

Customer Account No.

Service Address

Mailing Address
Uz1i/]"kI.4IzrjroIn above address

Daytime Telephone Number
Please include AreaCode

Number of people living in household: Adults + Children = Total

Total Gross Annual Income of Household:

Applicants must provide a copy of their current picture ID, most recent bill, and most recent proof of 30day
income (i.e., pay stubs, SSA, SSI, unemployment insurance, etc.) along with the application for verification
of program eligibility. Annual low income cannot exceed 150% of the annual Federal Poverty Guidelines
($XXXX for a singleperson household and $xxxx for a twoperson household). For more information on
the Federal Poverty Guidelines please visit www.aspe.hhs.gov.
**Please note, if approved for the LIP. approval is ongoing. ***

By signing below, I certify under penalty of perjury that (I) this information is true and correct under the
laws of the State of Arizona (2) I am not claimed as a dependent on another person's tax return, and
(3) I will provide proof of income and notify Alliant Gas, LLC of any changes that affect my eligibility.
I understand that if I receive the discount without meeting the qualifications for it 1 may be required to pay
back the discount I received.

DateCustomer Signature

INSTRUCTIONS: An Application for Alliant's Low Income Program must be submitted every
two (2) years. A Declaration of Eligibility must be submitted annually.

Submit completed application to:

Alliant Gas LLC
2000 E. Frontage Road
Page AZ 86040
Page@AIliantGas.com

FOR ALLIANT GAS LLC USE ONLY

Date received Date Verified Verified By
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ALLIANT GAS, LLC
LOW INCOME PROGRAM DECLARATION OF ELIGIBILITY

Your Name
As it appears OII your bill or as appearing on valid idenrication

Customer Account No.

Service Address

Mailing Address
ifclqjkrcIztjrom above uddress

Daytime Telephone Number
Pleus( incluz/0 Areu Code

1,
Your Name (please print)

last submitted an LIP Application on
(do/mm/yyyy)

and hereby confirm my eligibility for the year ending
(do/mm/yyyy)

DateCustomer Signature

INSTRUCTIONS: An Application for Alliant's Low Income Program must be submitted
every two (2) years. A Declaration of Eligibility must be submitted annually.

Submit completed declaration to:

Alliant Gas. LLC
2000 E. Frontage Road
Page, AZ 86040
Page@AlliantGas.com

ALLIANT GAS, LLC USE ONLY

Date received Date Verified Verified By
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PART FOUR

DEPLOYED SERVICES MEMBER PROGRAM

This program allows the Company to provide a credit to deployed service members of the
United States Military equal to the cost of the basic and volumetric charges as well as
applicable taxes.

The Company will provide the credit on the deployed service member's gas bill provided that
the following criteria are met:

1 . Deployment is not a "permanent change of station." Permanent change of station
requires a service member to permanently change his or her place of residence, paid
for by the applicable military branch. A service member's decision to keep a
secondary residence in Arizona would be discretionary and would not qualify for this
credit.

2.

3.

Deployed member does not have family or any tenant(s) living in the premises. Short
term deployments, where a spouse and/or dependents remain in the United States
would not qualify, as the service member would receive separate compensation from
the military to cover domestic expenses while deployed.

The deployed service member is an active member of the military (e.g., Air Force,
Army, Coast Guard, Marines, and Navy) .

ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non~participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance p1ovided to Alliant
qualifying customers.

2. Participation shall be limited to 10% of the residential customer base, but the
Company is permitted to seek Commission approval to change participant limits
based on level of participation.

3. The Company will annually file with Docket Control a report detailing the number of
participants from the previous calendar year, the total amount of credits provided by
the program, the total of any program administrative costs, collections made from the
surcharge from all ratepayers used to fund the program, and the Company's
calculation for a new annual surcharge. The report will be based on a twelve month
period of January I through December 31.

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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Applies to Page Division

PART FOUR

DEPLOYED SERVICES MEMBER PROGRAM

APPLICABILITY

Applicable to all customers of the Company not participating in the Deployed Services
Member Program, through which residential service for domestic use is rendered to
deployed service members of the United States Military where the customer meets all the
program qualifications and special conditions of this rate schedule.

TERRITORY

Within all customer service areas served by the Company.

RATES

A surcharge of $_ will be applied each month to the bills of non-participating
customers for recovery of the costs (discounts, direct costs, and carrying charges)
associated with the Deployed Services Member Program. The surcharge is the amount
resulting from dividing the total program costs by the number of bills issued to non-
participating customers in the past 12-month tracking period. Tracking period is defined
as the previous calendar year (January 1 through December 31).

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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ALLIANT GAS, LLC

DEPLOYED SERVICES MEMBER PROGRAM APPLICATION

Your Name
A.v iz appears U11 your bill or as appearing on valid itfenfificafion

Customer Account No.

Service Address

Ma i l i n g  A d d r e s s
Udi#eI.e11I f/ani above address

Daytime Telephone Number
l'lea.ve include Area (0¢le

1,
Your Name (please print)

confirm my eligibility until
(deployment return date)

DateCustomer Signature

INSTRUCTIONS: Attach a copy of your redacted deployment orders.

Submit completed application to:

Alliant Gas, LLC
2000 E. Frontage Road
Page, AZ 86040
Page@AlliantGas.com

ALLIANT GAS, LLC USE ONLY

Date VeiifiedDate received Verified By
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PART FIVE

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM

This program allows the Company to provide a $10 monthly credit to discharged,
disabled members of the United States Military personnel provided that the individual
can provide discharge documentation demonstrating that the individual had any level of
disability as a result of their service.

ADMINISTRATION

1. The program cost will be recovered through a surcharge assessed to non-participating
residential and commercial customers. All funds, less any program administration
fees incurred, will be used directly by Alliant for bill assistance provided to Alliant
qualifying customers.

2. Participation shall be limited to 10% of the residential customer base on a first-
come, first-served basis. But the Company is permitted to seek Commission
approval to change participant limits based on level of participation.

3. The Company will annually file with Docket Control a report detailing the
number of participants from the previous calendar year, the total amount of
credits provided by the program, the total of any program administrative costs,
collections made from the surcharge from all ratepayers used to fund the program,
and the Company's calculation for a new annual surcharge. The report will be
based on a twelve month period of January l through December 31.

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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PART FIVE

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM

SURCHARGE

APPLICABILITY

Applicable to all customers of the Company not participating in the DMVC Program,
through which residential service for domestic use is rendered to discharged, disabled
members of the United States Military personnel where the customer meets all the
program qualifications and special conditions of this rate schedule.

TERRITORY

Within all customer service areas served by the Company.

RATES

A surcharge of $_ will be applied each month to the bills of non-participating
customers for recovery of the costs (discounts, direct costs, and carrying charges)
associated with the DMVC Program. The surcharge is the amount resulting from
dividing the total program costs by the number of bills issued to non-participating
customers in the past 12-month tracking period. Tracking period is defined as the
previous calendar year (January 1 through December 31).

Issued: Effective:
ISSUED BY:

Alliant Gas, LLC
2000 E. Frontage Road

Page, AZ 86040
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ALLIANT GAS, LLC

DISABLED MILITARY VETERAN CREDIT (DMVC) PROGRAM
APPLICATION

Your Name
As if appears ()l1 your bill or as appearing on valid identification

Customer Account No.

Service Address

Ma i l i n g  A d d r e s s
IfdUfe1e11tf}o/11 above address

Daytime Telephone Number
Please include Area Code

I, 1

Your Name (please print)

confirm my eligibility until
(deployment return date)

DateCLlSl:OMCI Signature

INSTRUCTIONS: Attach proof of discharge due to disability from service.

Submit completed application to:

Alliant Gas, LLC
2000 E. Frontage Road
Page, AZ 86040
Page@AlliantGas.com

ALLIANT GAS, LLC USE ONLY

Date received Date Verified Verified By
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I. INTRODUCTION AND PURPOSE OF TEST1MONY.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.Q.

A. My name is Cathy Wolverton. My business address is 600 E. Las Coli fas Blvd.,

Suite 2000, Irving, Texas 75039.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?Q.

A. I'm providing this testimony on behalf of the applicant, Alliant Gas, LLC ("Alliant"

or "Company").

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?Q.

A. I am the Financial Specialist for Pinnacle Propane, LLC ("Pinnacle"). Pinnacle

operates Alliant. Pinnacle also has an unregulated bulk propane sales operation in

Arizona.

Q. PLEASE DESCRIBE YOUR PROFESSIONAL QUALIFICATIONS AND

EXPERIENCE.

A. l have been with the entity now known as Pinnacle for approximately 15 of the last

17 years through various owners and organizational transitions. After the sale of the

Payson Division from Energy West, Inc. ("Energy West") to SemStream Arizona

Propane, L.L.C. ("SemStream Arizona") in 2007, I continued on as Controller at

Energy West. In 2008, I took a position as Principal Accounting Officer for In nexus

Biotechnology, Inc., in Phoenix, and then was employed by Statistics and Data

Corporation (SDC), as Controller, where I was responsible for monthly financial

reporting, reconciliations, budgets, and project accounting. In July 2010, I returned

to the gas/utility industry with SemStream Arizona, employed to do the accounting

for its Arizona propane operations. I have been in the financial industry for over

25 years and  am a Montana cer tif ied  and  Arizona licensed  CPA with  active status

currently in Arizona. A copy of my resume is attached as Exhib it  CW-DT1.
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Q. PLEASE DESCRIBE YOUR RESPONSIBILITIES AS FINANCIAL

SPECIALIST FOR PINNACLE.

A. I am responsible for monthly financial journal entries for all of Pinnacle's regulated

and unregulated utility operations in Arizona and Texas, reconciliations, sales/cost

of sales entries, and communication with regulatory agencies, as well as for ensuring

that the regulatory accounting meets all applicable requirements.

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS OR ANY OTHER

COMMISSION?

A. Yes, I testified in the last rate case for Alliant's Payson Division.! Prior to that, I had

been only peripherally involved in ratemaking during my time with Energy West.

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS

PROCEEDING?

A.

I

To support Alliant's request for rate relief. As one of just a couple of long-standing

current Company employees, am in a position to describe the current Alliant-

Pinnacle ownership and how it has changed since the last time rates were set. I will

also provide testimony on the Company's shared services and costs with Pinnacle's

other operations, and testimony regarding the Purchased Gas Adjuster ("PGA") that

is necessary for Alliant's rates to keep pace with volatile gas prices. I will also

address Alliant's proposed changes to its tariffs.

11.

A.

GENERAL OVERVIEW OF COMPANY.

Background on Alliant.

PLEASE PROVIDE AN OVERVIEW OF THE COMPANY.Q.

A. Alliant has three divisions - one in Texas, and the other two in Arizona certificated

to provide underground propane gas utility service to residential and commercial

I See Docket No. G-2047lA-I 1-0150.
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1

2

3

4

5

customers in and around Payson (Payson Division) and Page (Pa ge Division),

Arizona. The original Certificate of Convenience and Necessity ("CC&N") for the

Payson system was approved in Decision No. 39518 (June 17, 1968). To date, the

Company has been unable to identify the original CC&N decision for the Page

system.

WHEN DID THE CURRENT RATES GO INTO EFFECT?6 Q.

A.7 The Payson Division rates were approved in Decision No. 73160 (May 18, 2012),

and the Page Division rates were approved in Decision No. 64727 (April 17, 2002).2

IN THETESTIFIED THAT PINNACLE

8

9 Q . YOU INTRODUCTION

OPERATES ALLIANT. CAN YOU PLEASE ELABORATE?10

A.l l

12

13

14

15

16

17

18

19

20

21

22

23

24

Yes. The employees that operate, administer and manage Al1iant's day-to-day

operations are employed by Pinnacle's subsidiary, Pinnacle Operating Services

Company, LLC ("Pinnacle Operating Services"), and primarily perform services for

and on behalf of Alliant. In addition to local operations, Pinnacle provides strategic

oversight, finance and accounting, and administrative support, purchasing, accounts

payable, payroll, HR, legal, and IT services. Shared services provide economies of

scale while ensuring a consistent level of reliable service. On a stand-alone basis,

Alliant would have to hire and pay full time engineering staff, accounting and

management, human resources, safety personnel, repair and maintenances staff to

obtain the nature and scope of the shared services received. The resulting higher

costs would be incorporated into rates. Under the shared services approach, these

costs are spread across several regulated and unregulated operations, leading to a

broader range of available services at a reasonable cost. I will discuss Pinnacle's use

of shared services in more detail in a later section of my testimony.

25 2The rates for the Page Division were reaffirmed in Southwest Gas Co/poration, Decision No. 66101
(July 25 2003).26
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Q. WHERE DOES PINNACLE OWN AND/OR OPERATE BESIDES

ARIZONA?

A.

residential,

Pinnacle has regulated propane operations in Texas as well. Pinnacle also provides

commerc ia l and  whole sa le  unregula t ed  bulk  propane  se rv ice s t o

customers in severa l other sta tes.  In addit ion,  through it s subsidiary P innacle

Propane Express, LLC, Pinnacle provides propane cylinder exchange services to

customers, primarily through convenience, grocery, and hardware stores located

across the country.

Q. W HAT IS ALLIANT' S SOURCE OF CAPITAL FOR INVESTMENT IN

UTILITY INFRASTRUCTURE?

A. Alliant will obtain capital for investment through Pinnacle.

B. O wner ship  of Alliant .

WH() OWNS ALLIANT?Q.

A. Alliant is 100 percent owned by Pinnacle. Pinnacle is owned by SHV Energy USA,

L.L.C. ("SHV Energy USA"), a Delaware limited liability company, which is in tum

a subsidiary of SHV Energy USA B.V. SHV Energy USA B.V. is owned by SHV

Energy N.V. I have attached an organizational chart showing the U.S. subsidiaries

of SHV Energy USA B.V. to my direct testimony as E xhib it  CW-DT2. I will refer

to these three entities collectively at times in my testimony as SH V Energy.

PLEASE DESCRIBE SHV ENERGY N.V.Q.

A. SHV Energy N.V., headquartered in the Netherlands, is a family-owned organization

supplying energy to over 30 million customers in 28 countries.

Q . WHEN DID SHV ENERGY N.V. AC Q UI R E  I T S  I NT E R E ST I N  T H E

C OMP ANY?

A.

1

2
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4

5
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l l
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In July 2017, SHV Energy N.V. purchased all of the ownership interest in Pinnacle

from an entity known as AMID Merger LP ("AMID Merger"). AM ID Merger had
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been formed by the merger of American Midstream Partners, LP ("AMID") and JP

Energy Partners LP ("JP Energy"), a propane gas distributor that had previously

owned and operated the Company. As I mentioned, there have been a few ownership

changes since Alliant's currents rates for propane utility service were set by the

Commission.

Q. CAN YOU DESCRIBE THE OTHER OWNERSHIP CHANGES YOU' VE

MENTIONED, ms. WOLVERTON?

A. Yes. For one thing, going back to the last time rates were set for the Page Division

in 2002, the Page and Payson divisions were unaffiliated. At that time, the Page

service area was owned by Black Mountain Gas Company, a Minnesota corporation

("Black Mtn Gas").3 Black Mtn Gas had two divisions in Arizona: (1) what is today

Alliant's Page Division, and (2) a service area in Cave Creek, AZ. Black Mtn Gas

was owned by Xcel Energy, Inc. at the time of the Company's last rate case, which

entity was formed from the merger of Nor"thern States Power, Black Mtn Gas's prior

owner, and an entity called New Century prior to the time that last rate case was

decided.4

WHAT HAPPENED T() BLACK MTN GAS?Q.

A. Black Mtn Gas became a wholly owned subsidiary of Southwest Gas. In 2003,

Southwest Gas Corporation ("Southwest Gas") acquired the common stock and

CC&N of Black Mtn Gas, including the Page Division, from Xcel Energy.5 Several

years later, in 2007, Black Mtn Gas entered into an agreement with SemStream

Arizona for the purchase and sale of Black Mtn Gas's non-excluded regulated assets

and property utilized in Black Mtn Gas's Page Division and the transfer of the Page

3 Decision No. 64727.

4 Decision No. 64727 at 10-1 l.

5 See Decision No. 66101 .
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Division CC&N. The Commission approved the transfer and sale in Decision

No. 69579 (May 21, 2007).

Q. WH AT WAS H APPENING WITH  TH E ENTITY now K NO WN AS

ALLIANT'S PAYS()N DIVISION?

A. The Payson Division - which provides service in the cities and outlying areas of

Payson, Pine and Strawberry - was at one time known as Broken Bow Gas Company

("Broken Bow"). In Decision No. 58151 (January 13, 1993), the Commission

approved the transfer of Broken Bow's assets and CC&N to Great Falls Gas

Company, which changed its name in September 1997 to Energy West.6

WHAT HAPPENED TO ENERGY WEST?Q.

A. In 2007, in Decision No. 69394, the Commission approved the transfer of Energy

West's assets and CC&N to SemStream Arizona.

Q. s o , Ms. WOLVERTON, FINALLY IN 2007 BOTH PAGE AND PAYSON

DIVISIONS WERE UNDER COMMON OWNERSHIP?

A. Yes .

WHAT HAPPENED T() SEMSTREAM?Q.

A. Pursuant to  a purchase and  sale agreement,  Allian t acquired  all o f  the issued  and

outstanding units of membership interest in SemStream Arizona from SemStream

LP, and on December 12, 2012, the Commission approved the transaction as it then

constituted a reorganization of a public utility holding company.7 Alliant was

formed as a subsidiary of Pinnacle, which itself was then a subsidiary of J.P. Energy.

As a result of that transaction, Alliant essentially stepped into SemStrea1n Arizona's

shoes and  con tinued  operations in  the Page and  Payson  d iv is ions un til the next

ownership change occurred.
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7 Decision No. 73614 (December 12, 2012).
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WHEN WAS THAT?Q.

A. In early 2017, JP merged with AMID, a company providing infrastructure to link

fuel producers to intermediate and end use markets. AMID Merger then sold

Pinnacle (including the Alliant subsidiary) to SHV Energy in September 2017, which

is where we are today. This was an ownership acquisition, not an asset purchase.

Q. SHOULD THE COMMISSION ANTICIPATE FURTHER CHANGES IN

THE OWNERSHIP OF THE TWO ALLIANT UTILITY SYSTEMS?

A. While decisions like that are above my pay grade, SHV Energy is a well-established,

well-capitalized entity seeking to increase its footprint, not decrease its holdings.

There may be further intra-company changes or reorganizations as SHV Energy

adapts and possibly grows its holdings in the U.S., but that would not change SHV

Energy's role as the ultimate shareholder and source of equity capital. The parent's

recent support for Alliant spending as much as an estimated $20 million for pipeline

replacement in the Payson Division over the next 15-20 years as ordered by the

Commission in Decision No. 77266 (June 27, 2019) should further illustrate SHV

Energy's support of Alliant's continuing to invest in improving service and safety to

its customers in Arizona.

Q. WERE THERE ANY SIGNIFICANT CHANGES T() THE OPERATION OF

ALLIANT AS A RESULT OF THE SALE?

A. No. Pinnacle was and still is the operator of Alliant. Service to customers has not

been materially impacted in any way.

c . Timing of Rate F iling.

WHY IS ALLIANT FILING A RATE CASE NOW?Q.

A. Because the Commission ordered it.8 The Company is also under earning. Payson's

8 Decision No. 76790 (November 27, 2018).
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and increases in  operating expenses that are not being

rate case was filed over six years ago, a nd for  Pa ge it has been over 16 years. Since

that time, there has been investment in utility plant to serve customers that has not

been  included  in  rate base

r ecover ed.

WHAT REVENUE INCREASES IS ALLIANT SEEKING IN THIS CASE?Q.

A. The Company seeks a revenue increase of $356,598 or 15.15 percent for the Page

Division and an increase of $1,360,735 or 21.12 percent for the Payson Division.

Mr. Bourassa provides all the details on the revenue requirement, including rate base,

operating expenses, rate design and cost of capital in his direct testimony.

Q. W HAT ARE THE PRIMARY FACTORS DRIVING THE COMPANY' S

REQUEST FOR HIGHER RATES?

A.

l
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l l

12 Increases in operating costs and unrecovered operating costs are the primary factors.

Plant improvements since the last rate cases are also a factor, including the pipeline

replacement in the Payson Division in 2019 per the Commission's Decision

No. 77266.

BUT THE TEST YEAR IS 2018, CORRECT, MS. WOLVERTON?Q.

A. Yes, and some of the plant the Company seeks to include in rate base in this rate case

is post-test year plant. Alliant recognizes that its request to include post-test year

pipeline replacement in the Payson Division goes a full 12 months beyond the test

year, however, the Company believes the unique circumstances, which include the

Commission order to replace pipe commencing July, 2019, coupled with the

Commission's selection of the test year and timing of this rate case warrant inclusion

of all plant investment in service by December 31, 2019 to be included in rate base.

Mr. Randolph further discusses the Payson Division's planned pipeline replacement

activities for 2019 in his direct testimony, and Mr. Bourassa further discusses post-
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1 test year plant in general in his direct testimony

111.2 SHARED SERVICES AND COSTS.

A. Over view of P innacle' s  Shar ed Ser vices.3

4 Q . E AR L IE R  YO U ME NT IO NE D SH AR E D SE R VIC E S AND COSTS

RELATED TO ALLIANT'S OPERATIONS. CAN YOU PLEASE PROVIDE5

ADDITIONAL DETAILS?6

A.7 Yes. As I outlined earlier, Pinnacle owns Alliant, among other subsidiaries. Those

8

9

1 0

other subsidiaries include Pinnacle's bulk propane operations in Arizona and a

regulated gas utility in Texas. As I also mentioned earlier, Pinnacle also has its

unregulated retail and wholesale propane sales. Pinnacle allocates a share of the

costs to its subsidiaries that benefit from these services.l l

12 WHAT TYPES OF COSTS DOES PINNACLE ALLOCATE?Q .

A.13

14

1 5
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1 9

2 0
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There are basically two types of allocated costs from Pinnacle: (1) direct allocated

costs such as wages and salaries and related payroll costs, and (2) indirect allocated

corporate costs such as administration, financial services, engineering, human

resources, compliance, strategic and risk management, corporate governance,

operations, customer experience, regulatory strategy, legal, health and safety, IT and

communications services. Financial services include accounting, regulatory and tax,

financial controls, budgeting, forecasting, and treasury functions including cash

management (including electronic fund transfers). Wages and Salaries and related

payroll costs are reflected in the appropriate wages and salaries accounts, employee

benefits accounts, and payroll taxes accounts for both the Page and Payson divisions .

Allocated corporate costs are reflected in Contractual Services - Management.

24

2 5
9 Direct Testimony of Robert Randolph ("Randolph Dt.") at 14- l5, Direct Testimony of Thomas J . Bourassa
- Rate Base, Income Statement and Rate Design ("Bourassa Dt.") at 6-10.2 6
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Q . WHY DUES PINNACLE USE THIS SHARED SERVICES APPROACH T()

OPERATE ALLIANT AND ITS OTHER SUBSIDIARIES?

A. Centralizing certain functions allows for synergies and economies of scale to be

achieved across multiple Pinnacle entities. Shared services models are used by many

l

2
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7

8
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l l

12

utility holding companies with operations in multiple locations to achieve cost

efficiencies and reliable and consistent service quality in their utility operations.

The significant benefits to Alliant include access to wide-ranging expertise and

resources that are typically not available to smaller, stand-alone utilities, controls

and methods to ensure that financial processes meet applicable standards, and

operational support to meet applicable environmental and other health and safety

regulations. These benefits are achieved while at the same time maintaining local

oversight of Alliant's day-to-day operations, including customer contact. These

types of corporate cost allocations are recognized and have been allowed in Arizona

and many other regulatory jurisdictions across the country as necessary and

reasonable costs of providing utility services.

DID THE  COM P ANY OP E RATE  SIM IL ARL Y UNDE R P RIOR CWNE RS?Q .

A. Yes. Different owners may have used different approaches, but for as long as I have

been involved, some form of shared service model has been used. This is the first

time, though, that both the Payson and Page divisions are in together for a rate case,

and the first time that the current ownership's management and operational structure

and costs have been reflected in a test year.

Q . WH AT IS TH E  RO L E  O F  L O CAL  MANAG E ME NT UNDE R TH IS

CENTRALIZED SERVICE APPROACH?

A.
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Shared service models support local management and local control of day-to-day

business operations. Utility service is delivered locally, and the Company and its

customers benefit from access to a broader array of available services and expertise
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than could cost effectively be obtained on a stand-alone or non-shared basis. The

result is a well-run utility that maintains safe and reliable utility services in and

around Payson and Page, Arizona.

THE PERSONNELQ. WHICH ENTITY OR ENTITIES EMPLOY

RESPONSIBLE FOR ALLIANT'S OPERATIONS?

A. All employees are employed by Pinnacle or its subsidiary, Pinnacle Operating

Services. I am employed by Pinnacle Operating Services. During the test year, all

of my wages and related payroll costs were directly allocated to Alliant, and more

specifically, to the Payson Division. As Mr. Bourassa discusses in his testimony,

some of my wages should be shared with the Page Division and the unregulated side

of Pinnacle. In his testimony, he describes the proposed adjustments to correct my

allocated wages and related payroll costs. 10

B. Allocated Costs.

HOW ARE THE CORPORATE COSTS ALLOCATED?Q.

A. A corporate cost pool based on Pinnacle's incurred costs, as described above, was

developed and then allocated using a 4-factor formula using (i) customer delivery

locations, (ii) net plant and equipment, (iii) cost of sales and operating expenses, and

(iv) general and administrative expenses as the four factors.

Q. D() ANY OF THESE ALLOCATED COSTS INCLUDE THE SAME COSTS

ALREADY INCLUDED IN SALARIES AND WAGES?

A. No, the direct allocated costs are not included in the corporate cost pool.

Q. ARE THE ALLOCATED COSTS REVIEWED TO FILTER OUT COSTS

THAT ARE NON-COMPLIANT AND/OR NON-ALLOWABLE?

A. Yes. A detailed review was performed when compiling this rate case application to

10 See Bourassa Dt. at 13:6-9.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

SHAPIRO LAW FIRM
A FNnlH¥SINNAL CUR FORATIUN 11



l

customers in Page or Payson, such as overall

remove any improper costs from the cost allocation pool. Improper costs were those

deemed to not benefit Alliant

marketing, or mergers and acquisitions.

2

3

4 Q. DOES THE COMPANY BELIEVE ITS COST ALLOCATION METHODS

ARE CONSISTENT WITH NARUC?

A. We believe so. The NARUC guidelines provide as follows:

1. To the maximum extent practicable, in consideration of
administrative costs, costs should be collected and
classified on a direct basis for each asset, service or
product provided (NARUC Guidelines at 2, § B.1).

2.

5

6

7

8

9

1 0

l l

1 2

The general method for charging indirect costs should
be on a fully allocated cost basis. Under appropriate
circumstances, regulatory authorities may consider
incremental cost, prevailing market pricing or other
methods for allocating costs and pricing transactions
among affiliates (NARUC Guidelines at 2, § B.2).

1 3 3 .

1 4

15

1 6

To the extent possible, all direct and allocated costs
between regulated and non-regulated services and
products should be traceable on the books of the
applicable regulated utility to the applicable Uniform
System of Accounts. Documentation should be made
available to the appropriate regulatory authority upon
request regarding transactions between the regulated
utility and its affiliates (NARUC Guidelines at 2,
§ B.3).

4.

17

18

19

2 0

The allocation methods should apply to the regulated
entity's affiliates in order to prevent subsidization from,
and ensure equitable cost sharing among, the regulated
entity and its affiliates, and vice versa (NARUC
Guidelines at 2-3, § B.4).

21 5.

22

All costs should be classified to services or products,
which, by their very nature, are regulated, non-
regulated, or common to both (NARUC Guidelines at 3,
§ B.5).

23
6.

24

25

The primary cost driver of common costs, or a relevant
proxy in the absence of a primary cost driver, should be
identified and used to allocate the cost between
regulated and non-regulated services or products
(NARUC Guidelines at 3, § B.6).

26
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7. The indirect costs of ea ch business unit, including the
allocated costs of shared services, should be spread to
the services or products to which they relate using
relevant cost allocators (NARUC Guidelines at 3,
§ B.7).

Alliant believes that the allocation of costs from Pinnacle to Alliant is

consistent with these regulatory guidelines. Direct charges, those costs incurred for

the exclusive benefit of one or more entities, are directly charged or assigned to the

company or companies that specifically benefited. This is consistent with the

NARUC Guidelines which define "Direct Costs" as "costs which can be specifically

identified with a specific service or product." Indirect charges include costs incurred

by one company that are for the benefit of multiple companies and these are being

allocated in a logical allocation manner that establishes a reasonable link between

cost causation and cost recovery. Again, this is consistent with the NARUC

Guidelines where "Indirect Costs" are defined as "costs that cannot be identified with

a particular service or product." This includes but is not limited to overhead costs,

administrative, general, and taxes.

Q. DOES PINNACLE HAVE A WRITTEN COST ALLOCATION POLICY OR

MANUAL?

A. Not yet, but we would hope to use what we have accomplished in preparing this rate

filing and what we learn in this rate case to develop one before the next rate case.

The current ownership and management team have been in place less than two years

and as time and experience allows, the Company intends to develop the written

policies and manuals governing Alliant's operations.

Q. W H AT W AS T HE COR P OR ATE C O ST E XP E NSE AL L OCATI ON

AMOUNT FOR ALLIANT IN THE TEST YEAR?

A. The corporate cost expense allocation was $1,198,819 in total, which breaks down
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to $996,638 for the Payson Division and $202,181 for the Page Division. This

equates to each customer paying $11.61 per month and $14.65 per month for the

benefits mentioned above for Payson and Page, respectively.

Q. WHAT PERCENTAGE OF THE TOTAL ALLOCATED COST POOL GOES

TO ALLIANT?

A. Combined, 8.85 percent of the total cost pool was allocated to Alliant, which breaks

down to 1.49 percent of the total pool being allocated to the Page Division and

7.36 percent is allocated to the Payson Division.

Q. W ERE THESE ALLOCATED EXPENSES INCLUDED IN ALLIANT' S

MOST RECENT UTILITY ANNUAL REPORT?

A.

I

These costs were calculated and allocated for rate case purposes, but not calculated

and allocated for annual report purposes in the most recent annual report submitted

to the Commission. Overhead allocations were included in prior rate cases for

Payson. am not aware of how Black Mtn Gas reported or calculated overhead

allocations prior to our ownership of the Page operation.

Q .

C. Other  Shar ed Costs.

AR E THER E C OSTS THAT AR E SHAR ED BY THE TW O AR IZONA

DIVISIONS OF  ALLIANT?

A.
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Yes, but only a relatively small subset of employee costs for Alliant are shared

between the two divisions. Any other common costs, which are rare, are allocated

between the locations and further allocated between regulated and bulk operations,

if applicable. For instance, we have a vendor that prints the monthly customer bills

for metered customers. These bills are split so that Page bills are charged to Page,

and Payson to Payson, with further division between regulated metered customers,

and bulk metered customers. I am actually the primary shared cost between the two

divisions as I do work for both. Most employees spend 100 percent of their time in
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either the Page Division or the Payson Division and all of those costs are booked

only for that division.

Q. DO THESE EMPLOYEES ALSO WORK FOR PINNACLE'S BULK SALES

BUSINESS?

A. Some do. I also work for Pinnacle's bulk sales business as do Mr. Byrd and

Mr. Randolph. Both of Alliant's regulated divisions have employees dedicated only

to the regulated side of the business. There are also employees that are primarily

allocated to the bulk side of the business in each location. For instance, a bobtail

driver may be split 90/10 in Payson, since they primarily deliver to bulk customers,

but also deliver to regulated tanks.

HOW ARE  THE SE  E M P L OYE E  COSTS AL L OCATE D?Q .

A. Typically, employee costs in Payson are allocated 75 percent to Alliant and

25 percent Pinnacle bulk. In Page, this split is generally 70 percent to Alliant, and

30 percent to Pinnacle bulk. Again, I am the exception. Approximately 66.5 percent

of my time is allocated to Alliant and 33.5 percent is allocated to the unregulated

bulk business. My Alliant time is then split approximately 86 percent to the Payson

division and 14 percent to the Page division.

Q. HOW WE RE  AL L  THE SE  DIF F E RE NT AL L OCATIDN RATIONS

DETERMINED?

A. I am not certain how or when the Page allocation was determined but it appears to

be based at least partially on volumes sold by the different operations. In Payson,

prior to the last rate case, we were using an 80/20 split between regulated and bulk.

This was modified during our last rate case, and we start using a 75/25 split.!! The

split between Payson and Page, for those costs, is also roughly 85/15, which appears

ll My recollection is that during the discovery phase, Staff orally requested a change from 80/20 to 75/25.
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to be based on a number of factors, including assets/volumes.

Q. ISN'T IT UNUSUAL FOR AN ENTITY TO OPERATE TWO COMPETING

BUSINESSES IN THE SAME GEDGRAPHIC AREA, Ms. WOLVERTON?

A. Alliant and Pinnacle are not in competition. Alliant's customers include persons or

businesses whose properties are (or can be) physically connected to the Company's

propane gas transmission and distribution systems. Pinnacle's bulk sales customers

have propane holding tanks on their properties and Pinnacle fills those tanks with

propane as scheduled or requested by the bulk customer. As I've heard our operators

put it, "why would anyone put a propane storage tank on a property connected to a

gas distribution system?"l°- Alliant faces competition and that makes us price

sensitive with respect to regulated services. However, Pinnacle is not one of our

competitors.

WHAT SORT OF  COM P E TI TI ON DOE S AL L I ANT FACE?Q.

A. Alliant faces competition from other bulk propane providers in and around the

Payson Division. These providers try to compete with Alliant by promising lower

costs if customers switch to bulk, lower costs that often tum out to be "introductory"

in nature. There is also always competition between gas and electric. Alliant's

customers have a choice if they are (or can be) connected to both electric and gas

distribution systems, depending on the availability of fixtures and features of their

property. This is no different than the situation in Phoenix, for example, where a

customer can buy a gas stove and power it with gas from Southwest Gas 01 an electric

stove and power it with electric from SRP or APS, depending on their specific

location. Although these situations may not be unusual, the competitive nature of

our regulated business is a significant factor in operating Alliant, especially when it

12 See Randolph Dt. at 16:20-23.
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comes to ratemaking. As I testified, it makes the Company sensitive to rate increases

because we don't want to price ourselves out of the market.

P UR CHASE D GAS AD USTE R  P GA .

DOE S THE  COM P ANY P R()P OSE  T() CUNTI NUE  USI NG THE  P GA?

I v .

Q.

A. Yes, for both divisions.

WOULD Y()U PLEASE DESCRIBE THE PGA?Q.

A.

Decision No. 61225 also

The PGA mechanism is intended to provide greater price stability to customers. It is

calculated as the ongoing rolling 12-month average all-inclusive cost of gas, thereby

allowing Alliant to continue to recover reasonably inculTed gas commodity costs

without repeatedly having to file general rate cases. The format of the PGA was

approved in Decision No. 61225 (October 30, 1998).

estab lished  a banded 12-month  ro lling a ver a g e mechanism, interest bank account

balance thresholds, and monthly reporting requirements. 13

ARE THERE ONGOING PGA APPROVAL FILINGS?Q.

A. Monthly, PGA filings are prepared and submitted for both Page and Payson,

outlining the changes in the PGA balance as well as the newly calculated rate for

each of the divisions. In addition, when the PGA balance is outside the parameters

for the PGA balance (currently $60,000 in Page, and $265,000 in Payson), we are

required to file for a surcharge or credit or demonstrate why we think a filing is not

needed. The most recently approved PGA surcharge filings were in Decision

Nos. 75093 (May 20, 2015) (Payson) and 75094 (May 20, 2015) (Page).

Q. WHO IS RESPONSIBLE FOR MAKING THE PGA CALCULATIONS ON

BEHALF OF THE COMPANY?

A. I am. I perform the necessary calculations with information provided to me by the

13 See Decision No. 61225 at 3-5.
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Company and Pinnacle. Each month, the purchased gas costs are added to the

recoverable gas cost balance, separately for the Page and Payson divisions. A rolling

12-month cost is divided by the rolling 12-month sales to get a total cost per therm

sold for the prior 12 months. This becomes the basis for our next month pass-through

gas cost. In Payson, this new pass through price is subject to a floor of no less than

$0.20 per therm lower than the highest pass through gas cost for the previous 12

months, and a ceiling of no more than $0.20 per therm higher than the lowest pass

through gas cost for the previous 12 months. In Page, the calculations are the same,

with the window being $0. 16/therm, rather than $0.20/therm that is used in Payson.

The current month sales multiplied by the rate calculated for the current month is

used to reduce the recoverable gas cost balance. The new recoverable gas cost

balance is monitored for need of a surcharge or credit, if thresholds are met, unless

it can be shown that a surcharge or credit is not needed and will naturally correct.

Q. HAS THE COMPANY MADE ALL REQUIRED FILINGS REGARDING

THE PGA?

A. Yes. Alliant is required to make PGA filings when the under-collected bank

balances reach $60,000 (Page) and $265,000 (Payson), or, in the alternative, inform

the Commission of the Company's choice not to file and the reasons why.l'* The

Company last exceeded the thresholds for Page and Payson around February 28,

2018, at which time we informed Staff with our monthly filing that we would

monitor the situation. As of March 31, 2018, the bank balances had not reduced, so

we performed an analysis based on forward looking prices over the next 14 months.

WHAT DI D THE  COM P ANY' S ANALYSIS SHOW?Q.

A. That the bank balances should reduce naturally in both divisions by the second

14 Decision No. 61225 at 3:1-7, Decision No. 73160 at 16:1-2.
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quarter of 2019, whereas filing now even for small surcharges could cause both

divisions to fall into a credit position, possibly necessitating a credit to customers.

DIDQ. WHAT TH E  CO MP ANY DE CIDE  T() D() BASE D O N TH AT

ANALYSIS?

A. We decided to hold off on making any PGA surcharge filings. On April 30, 2018,

we informed Staff to that effect and shared our analysis. We believed that, while the

current bank balances were a bit high, they will naturally fall back within the

parameters without surcharges. We informed Staff of our intent to monitor the

situation and that the Company would advise should the actual situation differ from

our analysis.

HAS ANYTHING CHANGED?Q.

A. Since then, our bank balances are below parameters for consideration of surcharge

or credit filings in both Page and Payson. In other words, they dropped back within

expected parameters as we predicted.

Q. IS ALLIANT PROPOSING ANY CHANGES TO THE PGA ADJ USTER

AND/OR TARIFF RELATED TO THE PGA?

A. Yes. First, the "window" in Page - the range for which our new monthly charge is

calculated - is currently $0.16 per therm. In Payson, the "window" is $0.20 per

therm. The Company is proposing that Page have the same "window" as Payson,

$0.20 per therm. This will allow us to track the actual price of gas fluctuations better

and pass those costs on to customers as they occur rather than later through a

surcharge or credit. We have found with a larger "window" in Payson, the

recoverable gas cost balance is more likely to stay within parameters of not needing

a surcharge or credit filing. A larger "window" in Page should result in the same

type of situation, especially coupled with a higher threshold.
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Second, the threshold for determination of a surcharge filing is currently

$60,000 in Page, while it was increased to $265,000 for Payson at the conclusion of

the last rate case. The Company proposes a change to $110,000 for the Page

threshold so that it is more in line with Payson given the increases in gas prices and

sales volume since the Page Division's last rate case in 2002. This should lessen the

need for filing for surcharges or credits when those balances would naturally level

out over time.

v.

Q .

TARI F F  CHANGE S.

DOES ALLIANT PROPOSE ANY CHANGES OR M ODIFICATIONS TO

ITS TARIF F S IN ADDITION TO THOSE YOU DISCUSSED IN THE P RIOR

SE CTION RE L ATE D TO THE  P GA?

A. Yes. A copy of the new proposed tariffs for the Page Division and Payson Division

are attached to the rate application as Attachment 1.

Q . CAN YOU SUM M ARI ZE THE M OR E SI GNI F I CANT SP ECIF IC

CHANGE S BE ING P RDP OSE D?

A. The Company is proposing changes to several of the miscellaneous service charges.

The establishment charges, reconnection charges and meter test fees, among others,

have not  been increased in the Payson Division in several years or in the Page

Division for almost 20 years. As a result, these charges no longer reflect the

Company's actual costs. In addition, these miscellaneous service charges are being

synchronized between the two divisions because there is no material cost difference

for similar services. This will limit confusion and improve efficiency.

Q . W OULD YOU LIKE T() ADDR ESS ANY OTHER  C HANGES IN THE

TARI F F , M S. WCL VE RTON?

A.
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Yes, we have increased the NSF charge, again to reflect current actual costs. We

have also revised the late charge on unpaid balances due for service to 1.5 percent
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per month with a minimum of $5.00. This is needed because when you have an

unpaid bill of $40.00, for example, a late charge of 60 cents is not much of an

incentive to pay the bill. Hopefully, a minimum charge of $5.00 will be.

Q. IS THE COMPANY GOING T() CHARGE A MINIMUM OF $5.00 PER

MONTH AS A LATE CHARGE?

A. No, the late charge will be 1.5 percent of the unpaid balance per month or $5.00,

whichever is greater. We understand other utilities have similar tariff provisions.

DOES ALLIANT HAVE A LOW INCOME TARIFF?Q.

A. Not currently but one is being proposed in this rate case along with a Deployed

Services Member Tariff and a Disabled Veterans Assistance Tariff. Alliant is aware

that other utilities have similar tariffs, and the Company and its shareholders agree

that such tariffs are an important means of assisting the nation's military and those

facing difficult economic circumstances.

PLEASE DESCRIBE THE LOW INCOME TARIFF.Q.

A. Alliant's proposed low income tariff is modeled after ones used by other gas utility

service providers such as Southwest Gas. A copy is attached to the rate application

as Attachment 1. Customers meeting the qualifications as set forth in the proposed

tariff would receive a 15 percent discount off their bill.

Q. HOW WOULD THE COMPANY TRACK THE PROGRAM COSTS AND

PROGRAM COST RECOVERY?

A.
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The program costs would be recovered from non-participants via a surcharge

an amount resulting from dividing the total program costs by the number of bills

issued to non-participating customers in a given 12-month tracking period. The

Company would maintain a balancing account to keep track of the program costs

and collections made from non-participants. The surcharge would be computed

annually based on the prior year costs and collections.
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Q. HOW ABOUT THE DEPLOYED SERVICES MEMBER TARIFF AND THE

DISABLED VETERANS ASSISTANCE TARIFF?

A. These programs will allow Alliant to provide credits to deployed service members

and discharged, disabled members of the U.S. military by providing credits equal to

the cost of the basic and volumetric charges well as applicable taxes. As with the

low income tariff, the Company would maintain balancing accounts to keep track of

the program costs and collections made from non-participants. Annual surcharges

would be computed based on the prior year costs and collections and included in

bills beginning in the second year after new rates are approved.

DOES THIS CDNCLUDE YOUR DIRECT TESTIMONY?Q.

Yes .
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Catherine Ann Wolverton
6028 i Cheyenne Rd

Bend Oregon. 97702

Phone (Cell) (406) 8991 187

A Montana certified and Arizona licensed CPA. with active status currently in Arizona. Strengths include attention to detail the
ability to see the big picture and everything in between. Management experience includes supervision of up to 15 staff and
working closely with top management. including presentations to the Board of Directors. Consistent and diligent performer.
willing to do whatever it takes to get the job done I am a handson accountant who will not pass the buck.

EXPERIENCE

Accountant, Regulatory Operations Specialist
Pinnacle Propane Irving Texas (Jul.v 2010 - prevent)

Responsible for monthly financial journal entries for 5 entities in Arizona and Texas reconciliations. sales/cost of sales
entries communication with regulatory agencies and assuring regulatory accounting meets requirements of regulatory
body. As the "resident expert" on regulatory accounting. I also inform others of requirements. procedures to be in
place to meet regulatory requirements. I have been with the entity now known as Pinnacle Propane through various
owners and transitions. for a total of 15 years.

Controller
Statistics und Dara Cmporatiorz (SDC) Tempe. AZ (June 2009 July 2010)

Responsible for monthly financial reporting. reconciliations. budgets project accounting. Duties also included
working closely with executive staff. assuring contracts parameters were met bl billing/collections purposes. After
about a year with SDC I received a call from SemStream. a company that had acquired our Arizona Propane assets in
2006. They asked me to come work for them in Payson doing accounting that I had done loom 20()2 -.2006.

Controller, Principal Accounting Officer
InNexu.y Bioteclmology Inc. Scotfsrlale. AZ (April 2008 - April 2009)

Responsible for monthly financial reporting reconciliations budgets SEC and SEDAR filing. Duties also include
coordinating audits by external auditor providing support and documentation for tax preparation working closely with
executive staff. providing proforma financials tor potential acquisitions/joint ventures and financing options. This was
a startup company. that did not survive the rigors of the startup process.

Accountant/Controller
Energy West lI1<.. Great Falls MT (August 2002 April 2008)

I was hired in July of 2002 as Propane Accountant at Energy West. Over the next four years. my duties and
responsibilities developed to the point that I was promoted to Controller in 2006. My duties included accounting for
the corporate entity Energy West, Inc.. consolidation accounting. budgeting preparation of the queerly and annual
SEC reports coordinating audits and reviews by external auditors quarterly tax estimates providing all necessary
support for the annual tax preparation by outside tax preparers. and supervisory duties. including hiring and reviewing
of accounting staff. l worked closely with the executive staff and the Board of Directors providing financial
information for management decisions. l was involved in both the sale and acquisitions of subsidiary companies. as
well as refinancing projects. The CFO of Energy West moved on and contacted me to come to work for him at
lnNexus Biotechnology in Phoenix. my next position.

Tax Associate (parttime f£llI])O)(llV position)
H&R 8/ark. Great Falls MT (January to April 2002)

In the fall of 2001 I took the H&R Block basic tax course so I could round out my accounting skills with tax
knowledge. I was then hired for the season as a tax associate in a parttime temporary position. I prepared taxes for
clients using H&R Block lax software.

Controller
Controller Printing Center, Great Falls MT (April 2000 - June 2002)

Responsible for all accounting duties including accounts receivable and payable general ledger. payroll and benefits
administration and financial statement preparation. Duties included weekly payroll preparation. quarterly and year end
payroll reports. cash management. reconciliation of all balance sheet accounts. monitoring of income statement
accounts preparation of monthly accruals preparation of period-end financials and work papers for review by owner
and outside accountant for tax preparation. performed period-end inventory for calculation of cost of sales. attend
weekly staff meetings as member of management team. Major accomplishments at the Printing Center included
revamping the chart of accounts researching and putting into service a retirement plan and implementing a budget.

Accountant
Lattice Materials Corpomlion Bozeman. MT (April 1999 - April 2000)

As the accountant for Lattice Materials Corporation I was a member of the management team consisting of the owner.



Catherine Ann Wolverton
Froduction. Sales and HR Manager and myself. l was responsible for all general ledger entries and financial statement
preparation. My duties included: cash reconciliation; review accounts payable detail make payment selection. review
checks and invoices. and cosign all a/p checks prepare Ml monthly accruals reconcile all balance sheet accounts
monitor all income statement accounts prepare period-end financials and work papers Tor review by owner. prepare
year end financials and work papers for outside accounting firm for review and preparation of taxes, perform period-
end inventory for calculation of cost of sales: attend staff meetings. I left Lattice Materials in April 2000 to move to
Great FMls with my family.

Senior Accounfan(
Powerhouse Tec/mologies. Bozeman MT( September I997- April 1999)

Accountant for subsidiary Sunland Park a racetrack in New Mexico. Duties included: Daily tracking of all cash
accounts. prepare transfer of funds and statutory payment requests. Entry of all cash received. Preparation of journal
entries for all racetrack activity. Maintenance of accounts receivable. balance to general ledger. Balance all cash
accounts. Review invoices for processing by accounts payable. reviewing for accuracy. validity. and proper procedure.
including authorization coding. timing,etc. Track A/P and A/R nonnormal balances (common with racing). Prepare
all monthly accruals and recognition of prepaid items expense. Prepare cost of sales journal entries and reports.
Prepare balance sheet income statement and cash flows for review use in management reports. Primary review of all
financials compare actual to budget and prior year. Investigate differences. Met with upper management monthly for
financial statement review. Maintain accurate work papers of all accounts for use by upper management and auditors.
Powerhouse Technologies was bought by Anchor Gaming in January of 1999 and corporate offices are no longer in
Bozeman. All positions were to be either terminated or moved to Las Vegas. I chose to look for other employment.

Accounting Technician, Assistant Controller
City q/Bo;elnr1n Boelnan, MT (./runlrnjt 1993 September I997)

Assistant Controller. August I994Seprember I997
Duties included: Preparation of reports and schedules for use by coworkers, supervisors, auditors outside agencies and
preparation of financial statements. Tracked numerous grants for compliance deadlines expenditures and
reimbursements. Maintained contact with various departments and outside agencies concerning grant expenditures
requirements. etc. Prepared grant reimbursement forms. various quarterly/annual reports. and Schedule of Federal
Financial Assistance. Prepared approved and posted to general ledger yearend or quarterly accruals and journal
entries for grants. vacation. sick leave and other revenue expenditure and balance sheet accounts Reviewed and
approved all accounts payable claims for processing by accounts payable. Reviewed and approved journal entries and
adjustments prepared by coworkers. Constant review of funds. accounts. and account balances and activity for
timeliness accuracy. Researched and suggested resolution for various accounting problems encountered throughout
departments. Prepared and documented internal control procedures. Performed internal control procedure checks for
various departments. In charge of year-end inventory. Preparation for yearly audit. Worked closely with auditors.
Maintained custody of budget reports. approval lists warrants paid; used to assist various departments regarding
coding. remaining budget amounts. etc. Assisted supervisor and Treasurer with pre-screening of job applications.
interviewing. hiring. supervision and training of finance department staff of 15. Acted as controller during supervisor's
absence monitoring and documenting employee performance. approving time off and time sheets. Resigned to take
position offered at Powerhouse Technologies and expand into areas outside of governmental accounting.

Accounting Technician..lmmaljv 1993August 1994
Monthly balanced approximate $10 million cash and investments lo statements. Balanced numerous subsidiary ledgers
to general ledger. Prepared journal entries for in house expenditures such as copy charges and interfund borrowings.
Backup for payroll officer. Prepared loan amortizations and tracked various loans from the city. Monitored late
payments on loans, accounts receivable utility receivable, and wrote letters of request for payment. Promoted to
Assistant Controller in August 1994.

Accounts Payable Clerk
Univwzvul At/zlerics Bngenmn. MT (June 1992 - Decvslnber I992)

Processed accounts payable invoices for payment. Coded monthly bills for payment. Maintained tiles for paid and
unpaid invoices. Dealt with vendors. researched problem invoices. balanced statements. Entry level position resigned
to take position with City of Bozeman.

EDUCATION

Bachelor of Science in Business-Accounting Montana State University, 1988-1992 (cumulative GPA 3.83)
Numerous CPE classes yearly as required

COMPUTER SKILLS



Catherine Ann Wolverton
Over the years software applications used include WordPerfect dBase Quatro Pro. Lrotus Microsoft Works and Office Excel
Microsoft Outlook Word etc. l am very proficient with spreadsheet applications. Accounting software I have used includes
custom software for System 36 38 and AS400, J. D. Edwards Epicor Vista Peachtree. Simply by Sage FAS and Asset Keeper
Great Plains among many other applications over the years.

LICENSES & CERTIFICATES

Successfully completed CPA exam Iirst sitting. May 1992.
Certilicate and License to Practice Certified Public Accounting November 1996. (State of Montana) (currently inactive in
Montana)

Applied and received CPA license through reciprocity from State of Arizona February 2009.
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SHV Energy USA, B.V. - Disregarded Entities
Organizational Structure

September 1, 2017

SHV Energy USA,
L.L.C. (DE)

100%

Pinnacle Propane, LLC

(TX)
100%

Retail propane

Alliant Gas, L.L.C.

(TX)
100%

Pinnacle Operating
Services Company,

L.L.c. (DE)
100%

Pinnacle Propane
Express, L.L.C.

(DE)
100%

Employees Propane cylinder business

(BBQ grills)

Community gas

systems

Alliant Arizona
Propane, L.L.C. (DE)

Local distribution company in AZ

(AZ propane utility)

(regulated entity)
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I. INTRODUCTION AND PURPOSE OF TEST1MONY.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.Q.

A. My name is Robert Randolph. My business address is 200 W. Longhorn Road,

Payson, Arizona 85541 .

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?Q.

A. I am District Manager for Pinnacle Propane, LLC ("Pinnacle"), and my district

includes Alliant Gas, LLC's ("Alliant" or "Company") Payson Division. I have held

this position since l was hired in March 2016.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?Q.

A. l'm providing this testimony on behalf of the applicant, Alliant. Alliant is wholly

owned by Pinnacle.

RESPONSIBILITIES AS DISTRICTQ. PLEASE DESCRIBE YOUR

MANAGER.

IA. am responsible for supervision and local management of all of Pinnacle's

operations in Payson, Arizona. That includes Alliant's regulated operations in the

Payson Division well as Pinnacle's bulk propane sales and operations in that area of

the state.

Q . WHAT WAS YOUR EDUCATION AND EMPLOYMENT PRIOR TO

ALLIANT?

A. I earned a Bachelor of Science degree in Political Science from Hendrix College,

which is located in Arkansas, and a Master of Business Administration from the

Thunderbird School of Global Management. Before joining Alliant, I was a District

Manager for roughly seven years with Ferrellgas. Before Ferrellgas, I worked in the

construction industry.
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Q. HAVE Y()U TESTIF IED BEF GRE THIS ()R ANY OTHER P UBLIC

COMMISSION?

A. No, this is my first time.

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS

PROCEEDING?

A. I will provide testimony describing Alliant and Pinnacle 's utility plant and

operations in its Payson Division serving within the Town of Payson, Arizona, with

satellite operations in both Pine and Strawberry Arizona. I will also discuss a

November 2016 gas leak incident that led to personal and property damage in

Payson, and Alliant's settlement agreement with the Commission's Safety Division,

which led to Commission Decision No. 77266 (June 27, 2019) approving the terms

of the parties' settlement, including certain enhanced safety measures and a schedule

for accelerated pipeline replacement.

11.

Q.

OVERVIEW OF PAYSON D1v1s1on SYSTEM AND OPERATIONS.

HOW MANY CUSTOMERS DOES ALLIANT SERVE IN THE PAYS()N

DIVISION?

A. Alliant's Payson Division currently serves approximately 7,200 total customers, of

which 6,800 are residential customers and 400 are commercial customers, including

various types of businesses as well as schools and other government buildings.

Q. PLEASE DESCRIBE THE PAYSON DMSIO N' S SYSTEM AND

FACILITIES.

A.
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The facilities in Payson are comprised of two major storage and distribution facilities

and 17 small satellite facilities in the surrounding areas. The Longhorn Facility is

comprised  of  three 30,000-gallon  propane storage tanks,  a 2,000 gallon/hr  water-

bath vaporizer, and two regulator stations. The Tyler Parkway Facility is comprised

of five 30,000-gallon propane storage tanks, a 3,000 gallon/hr water-bath vaporizer,
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and three regulator stations. Also, the Tyler Facility has one underground 30,000-

gallon storage tank that is used exclusively for our bulk operations. The Strawberry

Facility has an underground 30,000-gallon storage tank that serves both sides of the

business. We have two regulator stations and a 1,000 gallon/hr water-bath vaporizer.

The satellite systems are comprised mostly of 1,000-gallon tanks which serve a

specific area, i.e. Lamplighter Park in Star Valley. Three of the satellite facilities do

have small direct fired vaporizers. The Payson Division has approximately

185 miles of pipe. Our system has no steel pipe. It is completely comprised of

plastic pipe ranging from 6" down to Vg," including roughly 48 miles of Aldyl-A

pipe, which topic I will discuss in greater detail in the next section of this testimony.

Q . HOW DOES PINNACLE ENSURE THAT THE REGULATED SIDE IS NOT

SUBSIDIZING THE UNREGULATED SIDE?

A. By using certain cost sharing allocations as explained by Ms. Wolverton in her direct

testimony. l

Q . THANK YOU. WHAT SIGNIFICANT PLANT ADDITIONS HAVE BEEN

MADE SINCE THE LAST RATE CASE WAS DECIDED BACK IN 2012?

A.

I

Significant plant additions include the two water-bath vaporizers - one at Longhorn

and one at Tyler. Substantial investment has also been made to upgrade the fleet of

vehicles. Alliant has also been installing new pipe to replace its existing Aldyl-A

pipe for the past few years at a pace of approximately one (1) mile per year. As

discuss in the next section of my testimony, the Company is beginning to accelerate

the annual replacement of Aldyl-A pipe to roughly three miles per year pursuant to

the Commission's recent order, Decision No. 77266.2

| Direct Testimony of Cathy Wolverton ("Wolverton Dt."), Section III.

2 Decision No. 77266 at 4 '1[14.
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Q. HAVE THERE BEEN ANY SIGNIFICANT CHANGES IN THE

COMPANY'S OPERATIONS IN THE PAYSON DIVISION SINCE THE

LAST RATE CASE?

A. None on the ground of which I am aware. But there have been some ownership

changes since the last rate case for the Payson Division. Ms. Wolverton discusses

these matters in more detail in her direct testimony.3

Q. DOES THE PAYSON DIVISION FACE ANY PARTICULAR PLANT ISSUES

OR OPERATIONAL CHALLENGES?

A. Yes, as I have mentioned a couple times so far, the next section of this testimony

specifically addresses the pipeline crack and subsequent leak and fire at an apartment

building in Payson in November 2016 and the remedial actions that the Company

will be taking pursuant to Decision No. 77266.4

Q. ARE THERE ANY IMMINENT SAFETY HAZARDS RELATED T() THAT

INCIDENT AT THIS TIME, MR. RANDOLPH?

ItA.

as required by Decision No. 77266, and we will implement

No. was a spontaneous incident and  that  en tire section  of p ipeline was

immediately replaced in 2016. The risks of some Aldyl-A pipe are well known, we

will be replacing it,

enhanced leak detection, training and customer education measures, which are

intended to reduce the chance of and impact from a similar incident in the future.

Q. THANK YOU. WHAT IS THE PAYSON DMSION'S COMPLIANCE

STATUS?

A. To the best of the Company's knowledge, there are no pending or outstanding

compliance violations for the Payson Division.

3 Wolverton Dt. at 4-7.

4 See Section m(B), infra .
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111.

A.

Q.

THE NOVEMBER 2016 P IP ELINE INCIDENT.

The Ni h t  of November  6 2016.

PLEASE SUMMARIZE WHAT HAPPENED IN THE PAYSON DIVISION

ON NOVEMBER 2016.

A. Due to the sudden failure of a small section of gas piping, a propane gas leak led to

an explosion and fire incident at a two-story apartment complex located at 201 East

Zurich Drive in Payson, Arizona (the "Apartment").

Q. WERE YOU ON SITE OR PERSONALLY INVOLVED IN THE

COMPANY'S RESPONSE TO THE INCIDENT IN PAYSON?

A. Yes, I was onsite within minutes of the incident and I remained on site to assist with

the situation until cleared some 26 hours later.

Q. W H E N W AS TH E  L E AK  TH AT L E D TO  TH E  INCIDE NT F IRST

REPORTED?

A.

It

The first report was made to the Payson Fire Department on November 6, 2016 at

5:17 p.m. The Payson Fire Department subsequently arrived at 5:23 p.m., and

Alliant's representative arrived at 5:55 p.m. was promptly determined that the

source of the leak was not a propane tank and our representative left to retrieve

specialized leak detection equipment. At approximately 6:59 p.m., the owner of the

Apartment notified all tenants that the parking area on the north side of the building

was closed due to a possible gas leak. Alliant identified underground gas

concentrations below Zurich Drive (approximately 10,000 parts per million) and at

the north foundation of the Apartment (approximately 100 parts per million).

At approximately 7 p.m., residents were permitted to re-enter the Apartment,

although everyone was advised to close all doors and windows and to refrain from

indoor smoking. The Apartment itself did not have gas service and it was not
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connected to Alliant's system.

WHAT HAP P E NE D NE XT?Q .

A. Between 7:20 and 8:00 p.m., positive readings of 15 percent gas-to-air mixture were

found near the Apartment's foundation when Alliant personnel conducted a bar hole

sub-surface leak survey of the area. While Alliant was attempting to mark the main

for additional investigation, the explosion and fire occurred at approximately

8: 15 p.m. on November 6, 2016.

WAS ANYONE K ILLED, MR. RANDOLP H?Q .

A. No, fortunately there were no fatalities. However, some residents and visitors of the

Apar tment were in ju red . There was property damage, including the Apartment

complex which was destroyed.

HAVE THE INJ URED P ARTIES RECEIVED COM P ENSATION?Q .

A. All but one of the claims has been resolved. While I was not directly involved, I am

aware that any claims/litigation arising from the incident are managed by Pinnacle's

attorneys along with representatives for the Company's previous owner and

settlements have been reached or settlement discussions are continuing

compensation for any personal injuries and property damage arising from the

incident. It is important to note because none of those costs will have any impact on

the Company's operations or its rates for propane utility service.

Q. ()KAY, RETURNING TO THAT NIGHT, MR. RANDOLPH, WHAT STEPS

DID THE CUMPANY TAKE IMMEDIATELY AFTER THE EXPLOSION?

A.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Our immediate efforts were focused on stopping any further leaks and on

cooperating with  the var ious emergency response teams (f ire,  po lice,  ambulance,

city,  etc. )  that were on  site and  attending to  the in jured  and  working to  limit any

further public safety risks. In order to prevent any further leaks from the broken line,

Allian t personnel iso lated  the immediate area.  We dug three separate holes in  the
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nearest, safe vicinity of the explosion and clamped off the flow of gas. We gained

control of the area around 11:30 p.m. The fire department left the scene around

7 a.m.

Around midnight, we were told of another possible leak on Manzanita and

our crew responded to that leak. Although it was a Class 2, small leak, given the

heightened sensitivity of the first responders and the Commission, we made the

decision to mobilize equipment to repair the leak immediately. I stayed at the Zurich

location, patrolling the open access to our facilities every 30 minutes per our

procedures. We also received three separate odor calls that next morning starting at

9:00 a.m. We secured the leak on Manzanita around 3:00 p.m. We then brought the

equipment back to Zurich, capped off the isolated pipe and restored normal service

around 10:00 p.m. The suspect piece of pipeline was out of service and normal

service was restored within 26 hours of the incident.

Q. THANK  you. WOULD YOU PLEASE ELABORATE ON WHAT YOU

M EANT EAR LIER  WH EN YO U TESTIF IED TH AT TH E LEAK

RESULTED FORM A "SUDDEN FAILURE" IN THE PIPELINE?

A. I mean that this was a spontaneous event that could not have been detected in

advance absent excavation.

HOW WAS THAT DE TE RM INE D, M R. RANDOL P H?Q .

A. Following the incident, a third-party lab conducted a thorough forensic investigation.

After isolating and inspecting a 140-foot segment of piping, the leak location was

found approximately four feet below ground. The leak itself was caused by an

approximately three-inch crack. The pipe cracked from the inside out due to a tree

root squeezing the pipe resulting in tensile stress on the inner surface.

1

2

3

4

5

6

7

8

9

1 0

l l

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0
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24

25
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DIDQ. WHAT SORT OF LEAK DETECTION ACTIVITIES ALLIANT

CONDUCT BEFORE THE INCIDENT?

A. Our normal, annual leak survey follows the G-1 lA guidelines. This is the standard

used to conduct a sub-surface (bar hole) leak survey of an area. Our employees are

also trained to be consciously aware of dead or abnormal appearing vegetation,

another possible sign of a gas leak.

Q. WHEN WAS THE LAST LEAK SURVEY BEFORE THE INCIDENT IN THE

AREA WHERE THE APARTMENT WAS LOCATED?

A. The most recent scheduled leak detection survey in the area was on March 3 l, 2015.

During that survey, one leak was identified, but it was not at or near the Apartment.

Again, I need to also emphasize that the tree root that caused the sudden crack near

the Apartment would not have been discoverable without excavation, which is not

part of scheduled leak detection surveys.

Q. HAS THE COMPANY MADE CHANGES TO ITS LEAK DETECTION

ACTIVITIES SINCE THE INCIDENT?

A. Yes. We are performing more leak surveillance activities. Technicians are using

leak detection equipment more frequently, looking for dead or dying vegetation, and

patrolling more often. I will discuss additional changes when I discuss the specific

provisions of the settlement agreement with Staff as approved by the Commission a

little bit later in this testimony.

Q. DID THE SAFETY DIVISION CONCLUDE ITS INVESTIGATION AND

ISSUE ITS FINDINGS?

A.

1

2

3

4

5

6

7

8

9

10

l l

1 2

1 3

1 4

15

1 6

17

18

19

2 0

21

22

23

24

25

26

Yes, on August 7, 2017, Staff issued written notification finding two "probable" non-

compliance items. Basically, Staff concluded that Alliant failed to (i) follow its

written procedures for leak detection and repair which state, "[w]hen evaluating any

gas leak, the initial step is to determine the perimeter of the leak area. When this
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1

2

3

4

perimeter extends to a building wall, the investigation shall continue into the

building", and (ii) properly identify the area that includes the Apartment as a

business district, instead classifying it as residential.5 Concerning the first item, Sta ff

believed that if Alliant had continued its investigation inside the building, the

5

6

Apartment would have been evacuated and injuries may have been avoided.

On the second item, Staff believed that if Alliant had used the correct business

7

8

9

10

l l

12 In contrast,

13

14

district classification, more frequent leak surveys would have been performed on the

mains, including the use of leak detection equipment.° According to Staff, this would

have resulted in testing of the atmosphere in gas, electric, telephone, sewer, and

water system manholes, at cracks in pavement and sidewalks, and at other locations,

providing Alliant an opportunity  for finding leaks at in tervals not exceeding

15 months but at least once each calendar year. areas classif ied  as

residential require leak surveys as frequently as necessary, but at least once every

five calendar years at intervals not exceeding 63 months.

DID ALLIANT AGREE WITH STAF F ' S F INDINGS?15 Q .

A.16

17

18

19

20

21

22

23

24

Not specifically. But before explaining our disagreements with Staff, I want to make

clear that nothing in my testimony should be taken as an effort to diminish the harm

suffered by the persons impacted by the November 2016 incident or to minimize the

Company's responsibility. As the person in Payson now responsible for the

Company's operations in and around Payson, I take safety very seriously. Th e

reason I am testifying on this issue in this rate case is not only because our remedial

actions impact rates, but because it is important to Pinnacle/Alliant that the

Commission know that we take this matter seriously and are taking the appropriate

corrective steps to ensure safety for our system, customers and community.

25

2 6

5 Decision No. 77266 at 3 '][ l l.

6 ld .
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Q . THANK YOU, MR . R ANDOLP H. PLEASE EXPLAIN ALLIANT' S

DISAGREEMENTS WITH STAFF'S FINDINGS.

A. Staffs findings involve some technical matters and Alliant is not in complete

agreement with Staff, and we believe the Company's representatives followed the

applicable procedures. These procedures specifically required that the location of

the migration pattern of the gas be determined prior to consideration of evacuation.

No smell of gas was reported from inside the Apartment, and Alliant employees were

in the process of determining the source of the leak when the explosion and fire

occurred. Given that the Apartment had no gas service, it was reasonable for the fire

department to instruct tenants to stay in their residences rather than risk an escape

path through a potentially explosive mixture of gas and air. The first responders

were on site and were certainly in a position to order evacuation if they felt the

information available prior to the explosion warranted such a measure.

Regarding whether the Apartment was in a business or residential district and

the frequency of leak surveys, the applicable rules inadequately specify how to

determine "business districts."7 There was simply nothing about the Apartment and

surrounding buildings that indicated any son of commercial enterprise was in

operation. The same is still true today. Additionally, as I discussed earlier, because

the incident was spontaneous, whether it was a business direct and/or the frequency

of leak surveys are immaterial. Unless a leak survey was conducted the same day

and hours, perhaps minutes, before the explosion occurred, it would not have

mattered because nothing would have been detected.

7 A.A.C. R14-5-202(B).
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1 2
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1 4
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Q. ALLIANT AND STAFF WERE ABLE T() MOVE PAST THESE

DIFFERENT POINTS OF VIEW AND REACH AN AGREEMENT

CONCERNING THE REMEDIAL ACTIONS TO BE TAKEN FOLLOWING

THE INCIDENT?

A. Yes, and the Settlement Agreement dated May 20, 2019 is the result. We understand

that Staff was doing its job and making sure that a serious incident like Alliant

experienced in November 2016 is thoroughly investigated and appropriate remedial

measures are being taken in response. In negotiating the agreement, the parties

shared their concerns, discussed the available options and jointly worked out a

comprehensive remedial action plan that balanced the interests of the Company, its

customers and the community we serve. The Commission agreed in Decision

No. 77266, and we have moved on to implementing the remedial action plan.

Q .

B. The Settlement Agreement and Remedial Actions to Be Taken.

WHAT TYPES OF REMEDIAL ACTION WILL ALLIANT BE TAKING

PURSUANT TO DECISION no. 77266?

A.

.

.

.

.

The remedial steps Alliant is and will be taking fall into the following four groups -

Improved Operations Training

Increased Leak Survey Frequency

Enhanced Customer Education

Accelerated Pipeline Replacement

In terms of time and cost, the pipeline replacement is the most significant action.

Q. WOULD you PLEASE DISCUSS EACH OF THESE STEPS IN FURTHER

DETAIL?

A.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes. After something like Alliant experienced in November 2016, it is important to

conduct additional employee training to emphasize the need to follow procedures,

accurately document completed work, protect facilities from damage, and timely
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l

2

3

4

5

6

7

8

9

1 0

l l

1 2

1 3

make necessary public communications when pipeline safety concerns arise. Areas

to be covered will include leak surveys and detection training and response,

including emergency response, and safety and reporting. All Alliant operations

employees and management will complete this additional training before

September 25, 2019 as required by Decision No. 77266. Alliant will also prepare

new and revised training materials.

Alliant will also be conducting annual leak surveys in areas where Aldyl-A

pipe installed between 1970-1975 is still in operation within the Payson Division.

The Company will use bar hole testing, which is the punching of a hole in the ground

adjacent to the pipeline approximately every 20 feet to detect underground leaks.

This provision applies to both residential and business districts in which Aldyl-A

pipe remains in operation and is more frequent than required under current

Commission rules. There will also be increased surveillance and patrolling in those

1 4

15

1 6

17

18

19

2 0

2 1

areas where Aldyl-A pipe is believed to remain in operation.

In addition, Alliant will begin distributing updated and revised customer

education materials including information about Alliant's pipeline replacement

program. The goal of Alliant's enhanced education program is to increase customer

awareness of propane leak warning signs and to increase communications with other

utility providers to raise awareness of concerns related to Aldyl-A piping and the

Payson division propane distribution system. These materials have already been

submitted to Staff for their approval.

22 Q. WHAT ABOUT THE PLANS FOR REPLACEMENT OF THE ALDYL-A

PIPE CURRENTLY IN SERVICE IN THE PAYSON DIVISION SYSTEM?23

A.24

2 5

26

As discussed earlier, Alliant still has roughly 48 miles of Aldyl-A main and service

piping in service in the Payson area. But replacing pipeline in such quantities

requires careful evaluation and balancing of factors such as the availability of

SHAPIRO LAW  FIRM
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materials, supplies and skilled contract labor, which are in high demand and short

supply in and around Payson. We also have to account for the shortened construction

season. Depending on the severity of the winter months, pipeline replacement can

be halted for three to five months each yea r . Due consideration must also be given

to the need to raise capital and the rates for service. There is also the impact on the

community when roads are torn up and services are interrupted. With all that on the

table, Staff and Alliant agreed and the Commission ordered that nine miles over three

years for an average of three miles per year struck a reasonable balance.

IS THAT THE SAME AS THREE MILES P ER YEAR?Q .

A. On an average basis, yes. But the use of an average allows Alliant flexibility to

respond to longer winters or other unforeseen weather events, as well as ebbs and

flows in the supply chain. For instance, assume in Year 2, the first full year since

Decision No. 77266, we have a particularly bad winter and only two miles can be

completed .  Then ,  in  Year  3,  with  better  weather  and  reduced  supply demand,  the

Company is able to complete five miles of pipeline replacement. In Yea r 4, Alliant

would only have to complete 2.5 miles to stay on pace, and if it is able to complete

three of more miles that year, it will provide further flexibility. This approach

recognizes on the ground realities of major construction projects and provides a high

degree of assurance that at the end of roughly 16 years, all 48 miles of Aldyl-A pipe

will have been replaced.

Q. HOW WILL THE COMPANY DECIDE WHICH SECTIONS OF ALDYL-A

PIPE TO REPLACE FIRST?

A.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Alliant is developing a Geographic Information System ("GIS") to help identify and

prioritize the areas that have the highest risk of a leak in order to schedule pipe

replacement. The GIS will provide the Company with an updated mapping database

showing the location of all Aldyl-A piping, the installation date, pipe diameter, soil
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1 conditions, and other relevant information.

2 Q. W H A T  I F  F O R  R E A S O N S  B E Y O N D  A L L I A N T ' S  C O N T R O L  T H E

COMPANY IS UNABLE TO MEET THE THREE-YEAR AVERAGE?3

A.4

5

Allian t  will wo rk with  S taff  to  t ry  an d  ad d res s  th e  s itu a t io n  an d  m ake  a

recommendation to the Commission The Company cannot just alter the schedule

6 on its own without Commission approval.

7 Q. HOW WILL ALLIANT KEEP THE COMMISSIDN INFORMED OF ITS

ONGOING COMPLIANCE WITH DECISION no. 77266?

A.

8

9

10

For starters, there are multiple reporting requirements in the decision.9 In addition,

over the next 15-20 years, Alliant will likely be filing a number of rate cases as it

l l seeks to include the costs of the required pipeline replacement in its rate base.

THEWITHRELATEDW HAT T() COMPLIANCECOSTS12 Q.

1 3 CO1VIMISSION'S ORDER To REPLACE PIPELINE HAS THE COMPANY

INCLUDED IN THIS RATE CASE?1 4

A.15

1 6

The cost of pipeline replacement from 2019. I have attached a breakdown of these

costs to my testimony as Exhibit RR-DT1.

W HAT OF COMPANY'STHE PIPELINEIS THEQ. STATUS

REPLACEMENT EFFORTS IN THE PAYSON DIVISION PER THE

COMMISSION'S ORDER AT THE TIME OF THIS FILING?

A.

17

18

19

2 0 Efforts continue daily to replace pipe and meet the Commission's Order. We are

21

22

23

24

2 5

s Decision No. 77266, Exhibit A (Settlement Agreement) at 4 'II 2.2.2.

9 E.g., Settlement Agreement at 5 ii 2.2.4 ("For each month in which pipeline replacement construction is
actually taking place, Alliant shall provide a status report to Staff. Such status report shall include location
and amount of pipeline replacement to date for the three (3) year interval in which the report is being
submitted. Each status report shall also include a current statement of progress of each three (3) year, nine
(9) mile interval of minimum pipe replacement stating the current status of replacement and the estimated
remaining schedule for replacement in the current three (3) year interval and highlight any areas that were
subjected to priority replacement due to GIS data or any other reason. Status reports will be provided to
Staff by email no later than the l 5th of each month in which construction is underway.)"2 6
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ramping up both personnel and equipment to fulfill our obligation. At this writing,

Alliant has h ired  two additional service technicians and is  in terviewing two

more. We have also hired another customer service representative. Alliant has

engaged Sunrise Engineering to move forward with our GIS Mapping. Alliant has

also completed the purchase of several pieces of construction/excavation equipment

and our third-party contractor, NPL, has ramped up their personnel and equipment.

Q. DOES ALLIANT BELIEVE IT  IS ON TR AC K TO C OMP LETE THE

REQUIRED 1.5 MILES OF PIPELINE REPLACEMENT IN 2019?

A. Yes. Alliant is on track to meet this obligation. The Company has installed over

nearly one mile of Aldyl-A replacement already in 2019.

Q. W HY DIDN' T THE COMPANY W AIT TO FILE THE RATE CASE SO

THAT THE PIPELINE REPLACEMENTS COSTS WERE IN OR CLOSER

TO THE TEST YEAR?

A. Because Allian t  was  balancing the requ irements  o f two  actual o r po ten t ial

Commission orders. First, Decision No. 76970 (November 27, 2018) ordered the

Company to file a rate case by September 30, 2019 using a 2018 test year. Second,

Decision No. 77266 was issued in 2019 and ordered Alliant to replace 48 miles of

Aldyl-A pipe, including 1.5 miles in 2019. There was no way to include the 2019

pipeline replacement costs in the test year.

Q. IS ALLIANT AW AR E THAT THE C OMMISSION HAS OP ENED A

GENERIC DQCKET T() ADDRESS POST TEST YEAR (PTY) PLANT?

A.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Yes, and generally, Alliant supports anything that brings greater certainty to

investments, limits the number of rate cases, and/or helps to control the costs to our

customers. However, we face extraordinary circumstances, not entirely of our own

making, and] would hope any policy that the Commission adopts on PTY plant will

recognize special circumstances, especially when it is the Commission's own orders
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setting deadlines that provided the foundation for the conflict we could have here.

Mr. Bourassa further discusses the Company's requests for PTY plant in volume one

of his direct testimony. 10

Q. W HAT W OULD HAP P EN IF  THE C OMMISSION DISAGR EES AND

EXCLUDES THE PTY PIPELINE REPLACEMENT CGST?

A. The Company will have no choice but to file its next rate case even sooner and that

increase will be even larger. Again, Alliant is very sensitive to both the number of

rate cases that may be needed  and  to  the resu ltan t rate increases.  Our  situation  is

d if feren t than  most o ther  pub lic serv ice co rporations whose rates  are set by the

Commission.

BELIEVE YOUR ISSITUATION UNIQUE,Q. WHY DO YOU

MR. RANDOLPH?

A. Because we do not have an exclusive monopoly on the source of energy our

customers use for fuel. I will not try to explain the legal basis for my understanding,

I am just aware that our customers could use electric instead of gas, assuming their

properties have electric fixtures, or they could purchase propane on a bulk basis.

It does Alliant no good to invest so much money in the system and drive the rates up

so high that customers can no longer afford our regulated propane gas service and

switch to one of the available alternatives.

BUT ISN' T P INNACLE ONE OF  THOSE AVAILABLE ALTERNATIVES?Q .

A. Yes, but it makes little sense to provide a bulk delivery of gas to a tank where there

are already distribution lines in the ground. That's why we do not seek to provide

bulk propane in areas where we provide regulated propane gas utility service.

I() Direct Testimony of Thomas J. Bourassa - Rate Base, Income Statement and Rate Design at 6-10.
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Q. GIVEN ALL THESE COUNTERVAILING CONCERNS, D() YOU AGREE

WITH THE DECISION TO REPLACE THE REMAINING 48 MILES OF

ALDYL-A PIPE AS PLANNED?

A. safety, cost ofI am an operator and my views are constrained by three things -

service, and availability of personnel or vendors to complete the necessary tasks. All

of the remedial actions improve safety. But someone has to pay for everything, and

then we have to be able to get the right people in the right place to do the job in the

amount of time allotted. Candidly, it is always easier for investors and regulators to

imagine major infrastructure improvements than it is to implement them. That said,

I think the plan Staff and the Company came up with is intended to balance all the

countervailing factors and now it is up to those of us in the field to go do our jobs

and get it done.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?Q.

A. Yes.
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EXHIBIT RR-DT1



Exhibit RR-DT1

Construction Equipment

Leak Surveillance Equipment and Materials

Vehicles

$375,450.00

$57,500.00

$201,500.00
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I. INTRODUCTION AND PURPOSE OF TEST1MONY.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.Q.

A. My name is Dindy Byrd. My business address is 2000 East Frontage Road Page,

AZ, 86040.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?Q.

A. I am District Manager for Pinnacle Propane, LLC ("Pinnacle") and my district

includes Alliant Gas, LLC's ("Alliant" or "Company") Page Division.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?Q.

A. I'm providing this testimony on behalf of the applicant, Alliant. Alliant is wholly

owned by Pinnacle.

Q. PLEASE DESCRIBE YOUR RESPONSIBILITIES AS DISTRICT

MANAGER OF ALLlANT'S PAGE DIVISION.

A. I am responsible for supervising all of Pinnacle's operations in the City of Page,

Arizona. That includes Alliant's regulated central distribution operations in Page,

as well as Pinnacle's non-regulated delivery of bulk propane to commercial and

residential customers.

WHAT OTHER POSITIONS HAVE YOU HELD WITH ALLIANT?Q.

A. l was hired in 2001 as a meter reader/service technician for the Company (which was

then known as Black Mountain Gas Company), and I was responsible for installation

of mains and services, meter sets, and compliance issues, cathodic protection of steel

lines, valve maintenance, regulator station maintenance and safety training of

personal. In 201 l, l became District Manager for the Page Division, then owned by

SemStream Arizona, LLC. Although there have been ownership changes since then,

my responsibilities for local management of the Page Division have not materially

changed.
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HAVE YOU TESTIFIED BEFORE THIS OR ANY OTHER COMMISSION?Q.

A. No, this is my first time.

Q. W HAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS

PROCEEDING?

A. I will provide testimony describing the Company's utility plant and operations in its

Page Division serving in and around Page, Arizona.

11 .

Q.

OVERVIEW OF PAGE DIVISION SYSTEM AND OPERATIONS.

HOW  MANY C USTOMER S DOES ALLIANT SER VE IN THE P AGE

DIVISION?

A. The Page Division currently serves approximately 1,300 total customers, of which

1,122 are residential customers and 188 are commercial customers.

P L E ASE  DE SCRI BE  THE  P AGE  DM SI ON' S SYSTE M  AND F ACI L I TI E S.Q .

A. We have three 30,000-gallon LP tanks at the main plant with  two water bath

vaporizers ID 1000s that can vaporize 1000 gallons of vapor an hour, which sends

36,450 cubic feet of propane gas into our distribution system per hour. This system

includes a primary and secondary regulator station capable of regulating 571 cubic

feet an hour or 9,317 gallons of propane on a cold day in January and that feeds into

almost 70 miles of pipeline. Five miles of the pipeline is 2-inch steel line and

smaller, while the rest is polyethylene orange that was installed in the late 1980s.

The orange colored polyethylene pipe came out much later and several blends after

the tan colored Aldyl A pipe and before the yellow polyethylene pipe, the newest

poly blend coming out in the 1990s. We also have a second distribution plant in the

community of Greenehaven. This small system consists of an 18,000-gallon LP tank

with regulator station and that does not require vaporizer equipment because the tank

can naturally vaporize its product to keep sufficient gas in the lines.
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DOES THE PAGE DIVISION CONDUCT LEAK SURVEYS?Q.

A. Yes, as required by Commission pipeline safety rules. We recently finished annual

leak survey for all of the business districts and one-quarter of our residential area.

We found one leak that was caused by a customer improperly installing a metal fence

post over the top of a service line. We have not found any significant leaks in our

recent survey efforts. But, Page has over five miles of steel main with and

469 services connections, and over the years we have found some leaks caused by

corrosion. In the foreseeable future, we will need to look at replacing the steel pipe

with poly pipe. We spend a lot of time and money doing maintenance of cathodic

protection on the steel sections, which are the oldest pipe that we currently have in

the ground.

Q. you MENTIONED THAT PINNACLE ALSO C()NDUCTS BULK SALES

OF PROPANE GAS IN AND AROUND PAGE, ARIZONA?

A. Yes, Pinnacle is the non-regulated arm of the business, doing bulk sales, and Alliant

is the regulated portion, supplying customers with propane through our underground

pipeline system.

Q. ARE THERE SHARED FACILITIES AND/OR SHARED EMPLOYEES

BETWEEN THE REGULATED AND BULK SIDES OF THE BUSINESS IN

P AGE?

A. Yes. As far employees, we have a total of eight employees working in the Page

area, and if we total up all hours worked by those employees you would have the

rough equivalent of six full time Alliant employees and two full time employees for

Pinnacle's bulk sales. While more than two of the eight do perform services for

Pinnacle bulk, on the whole, at least 75 percent of the time is spent on Alliant and

25 percent is spent on the bulk business. Ms. Wolverton discusses these cost sharing
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1alTangements in more detail in her direct testimony.

Q. THANK YOU, M R. BYRD. WHAT SUBSTANTIAL PLANT ADDITIONS

HAVE BEEN MADE IN THE PAGE DIVISION SINCE THE LAST RATE

CASE WAS DECIDED IN 2002?

A. We recently completed a second plant in Page that houses a 17,500-gallon tank and

large ID 2000 water bath vaporizer that can vaporize as much gas as the two units

combined at the main plant, along with a large regulator station. This plant, known

currently as the Page Back-up Plant, can sustain pressure for delivery of propane to

our customers should our main plant be unavailable, providing necessary redundancy

to ensure safe, reliable and continuous service to our customers.

Q . I S THI S NE W P AGE  BACK -UP  P L ANT TRE ATE D AS P OST TE ST YE AR

P L ANT IN THIS RATE CASE?

A. Yes, the Back-up Plant was in service before June 30, 2019, serving test year

customers. Mr. Bourassa discusses the Company's request for post test year plant in

greater detail in his testimony

Q . HAVE THE R E BEEN ANY SI GNI F I CANT CHANGE S I N T HE

COM P ANY' S OP E RATI ONS I N THE  P AGE  DI VI SI ON SI NCE  THE  L AST

RATE CASE?

A. Yes, there have been some incidents in the natural gas underground pipeline business

that have caused new regulatory and compliance changes from PHMSA and the

Commission's pipeline safety office. These changes require the installation of new

safety devices on each new or reinstated service line cost of these ESVs and

installation equipment along with usage training. In addition, the industry is required

to perform additional Cathodic Protection surveys as well as adopt updated trench

| Direct Testimony of Cathy Wolverton ("Wolvelton Dt.") at 14: 17 - l6:1.

2 Direct Testimony of Thomas J. Bourassa - Rate Base, Income Statement and Rate Design at 6-10.
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specs  and excavating practices  that often require  the  new equipment be  purchased to

me e t  the s e  ne w re qu i re me nts .  One  prove n progra m tha t  ha s  ma de  a  b ig impa c t  on

reducing the amount of yearly line breaks is the 811 or underground utility line

locating program. This is a free service to the public, and the cost is absorbed by the

Company, however, it requires significantly increased resources on our part. Also,

the new types of excavating practices such as directional boring require extra

manhours verifying pipelines in potholes and watching the bore tool safely pass by

lines with adequate separation, as well as repairing broken pipelines, locating wires

and mapping updates have resulted in further reducing safety incidents. Another

significant change is the cost of living and the minimum wage which was $6.25 per

hour a t  the  t ime of our las t  ra te  case , and we are  now at $11.00 per hour, soon to be

$ 1 2 .0 0 . As a result, over the past 20 years our overall operating expenses have

increased as our labor costs have risen.

Q. W HY HASN' T THE PAGE DIVISION BEEN BROUGHT IN FOR NEW

RATES IN ALMOST 20 YEARS?

A. Rate case filing decisions are outside of my ar ea of decision-making for Alliant, but

I suspect it has a lot to do with the many ownership changes that have taken place

since the last rate case.3

Q. HOW  MUCH GROW TH HAS THE PAGE DIVISION EXPERIENCED

SINCE THE LAST RATE CASE?

A. In the last 18 years, P a g e has grown substantially, increasing the Company's

operating costs to provide service to new customers. We have had an influx of new

motels being built in Page over the last several years, and this growth prompted the

need for the new, secondary plant referenced above to be built to keep up with

3 See Wolverton Dt. at 4-7.
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demand.

Q. DOES THE PAGE DIVISION FACE ANY PARTICULAR PLANT ISSUES

OR OPERATIONAL CHALLENGES?

Our biggest operational challenge is attracting and retaining qualified personnel

given that we operate in a remote part of the Arizona that has a high cost of living

due to the area being a tourist destination.

Q. DO THE CUSTOMERS IN THE PAGE DIVISION HAVE AN

ALTERNATIVE TO PURCHASING PROPANE FROM THE COMPANY?

Yes, customers could purchase electric power for heat if they had the facilities

available.

WHAT IS THE PAGE DMSION'S COMPLIANCE STATUS?Q.

To the best of the Company's knowledge, there are no pending or outstanding

compliance violations for the Page Division.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?Q.

Yes .
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1 . INTRODUCTION AND PURPOSE OF TEST1MONY.

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.Q.

A. My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029.

WHAT IS YOUR PROFESSION AND BACKGROUND?Q.

A. I am a self-employed, Certified Public Accountant providing consulting and general

accounting services to utility companies. I have a B.S. in Chemistry and Accounting

from Northern Arizona University (1980), and an M.B.A. with an emphasis in

Finance from the University of Phoenix (1991).

Q. W OULD YOU BR IEF LY SUMMAR IZE YOUR  P R IOR  W OR K AND

REGULATORY EXPERIENCE?

A. Prior to becoming a private consultant, I was employed by High-Tech Institute, Inc.,

and served as controller and chief financial officer. Prior to worldng for High-Tech

Institute, I worked as a division controller for the Apollo Group, Inc. Before joining

the Apollo Group, I was employed at Kozo ran & Ker rode, CPAs. In that position,

I prepared compilations and other write-up work for water and wastewater utilities,

as well as tax returns.

In my private practice, I have prepared and/or assisted in the preparation of

dozens of water and wastewater utilities rate applications before the Arizona

Corporation Commission ("Commission"). I have also testified in  regulatory

proceedings before public utility commissions in Texas, California, Montana,

Arkansas and Alaska. A copy of my regulatory work experience is attached as

Exhibit TJ B-DT1.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?Q.

A.
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On behalf of Alliant Gas, LLC ("Alliant" or the "Company"). Alliant is seeking a

determination of the fair value rate base ("FVRB") for its regulated Payson and Page
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divisions and the setting of rates and charges for gas utility service based thereon.

For convenience, my direct testimony is being filed in two volumes.

Q. W H AT  IS T H E  P UR P O SE  O F  T H IS VO L UME  O F  YO UR  DIR E C T

TESTIMONY?

A.

I

To address all the components of the revenue requirement and rates for the Payson

and Page divisions, except cost of capital. I address rate base, income statement

(revenue and operating expenses), required increase in revenue, and rate design and

proposed rates and charges for service. I am sponsor ing the d irect schedules (A

through H), which are filed concurrently herewith. was responsible for the

preparation of these schedules based on my investigation and review of Alliant's

relevant books and records.

Q . W HAT IS COVERED IN THE SECOND VOLUME OF YOUR DIRECT

TESTIMONY?

A. In a second, separate volume of my direct testimony, I address cost of capital and

sponsor the D schedules. As shown on the D-1 Schedules, the proposed capital

structure for the Company is 40 percent debt and 60 percent equity. Alliant's

proposed cost of long-term debt is 3.85 percent and required cost of common equity

is 10.50 percent. The weighted average cost of capital ("WACC") for the Company

is 7.84 percent.

11 . OVERVIEW OF APPLICATION.

PLEASE SUMMARIZE ALLIANT'S APPLICATIONS.Q.

A.
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The Company's fair value rate base (often referred to as FVRB) for the Payson

Division is $9,555,320 The increase in revenues required to provide for recovery

of operating expenses and a 7.84 percent return on rate base is approximately

$1,360,731 an increase of approximately 21.12 percent over the adjusted and

annualized test year revenues.
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The Company's FVRB for the Page Division is $l,0l9,4l 1. The increase in

revenues necessary to provide for recovery of operating expenses and a 7.84 percent

return on rate base is approximately $356,598, an increase of approximately 15.15

percent over the adjusted and annualized test year revenues.

The test year used is the 12-month period ending December 31, 2018. The

Company has also proposed certain pro forma adjustments to take into account

known and measurable changes to rate base, expenses, and revenues. These pro

forma adjustments are consistent with normal ratemaking and are contemplated by

the Commission's rules and regulations governing rate applications.' Some of these

adjustments, like the inclusion of certain post-test year (PTY) plant, are directly

related to the timing of the Commission's orders directing substantial investment in

the Payson Division, and as such, these pro forma adjustments are necessary to

obtain a more realistic relationship between revenues, expenses, and rate base during

the period these rates are expected to be in effect.

111.

Q.

SUMMARY OF A, E, AND F SCHEDULES.

P LEASE DISCUSS THE SCHEDULES Y()U HAVE P REP ARED IN

SUPPORT OF THE APPLICATION STARTING WITH THE SCHEDULES

LABELED AS A, E, AND F FOR EACH DIVISION.

A. The A-1 Schedule is a summary of the rate base, operating income, current operating

margin, required operating margin, operating income deficiency, and the increase in

gross revenue. Present and proposed revenues and customer classifications are also

shown on this schedule. I want to note that there is an A-1 Schedule for the Page

Division and an A-1 Schedule for the Payson Division, however, in this testimony

where there are no material differences in terms of information presented between

I See A.A.C. R 14-2-103.
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1

2

3

4

5

6

the two divisions and/or the schedules, I am referring to both schedules and divisions

even if my reference is in the singular. Where there are material differences between

the Payson Division and the Page Division, I will identify those differences.

The A-2 Schedule is a summary of results of operations for the test year, prior

years, and a projected year at present rates and proposed rates.

Schedule A-3 contains the capital structure for the test year and the two prior

7 years. Schedule A-4 contains the plant construction and plant-in-service for the test

year and prior years. The projected plant additions for 2019 are also shown on this

schedule.

8

9

10

l l

12

13

14

15

16

Schedule A-5 is the summary of the changes in the financial position (cash

flow) for the prior two years, the test year at present rates, and a projected year at

present and proposed rates.

The E Schedules are based on the operating results.2 The E-1 Schedule

contains the comparative balance sheet data for the years 2016, 2017, and 2018

ending on December 31 .

Schedule E-2, page l, contains the income statements for the years 2016,

2017, and 2018 ending on December 31 .

Schedule E-3 contains the statements of changes in financial position for the

17

18

19

20

21

test year and the two prior years.

Schedule E-4 provides the changes in equity.

Schedule E-5 contains PIS at the end of the test year, and one year prior to the

22

23

24

end of the test year.

Schedule E-7 contains operating statistics for the years ended 2016, 2017, and

2018 ending on December 31 .

25
2 Operating results have been adjusted for allocated corporate costs and reflected in Contractual Services
Management.26
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Schedule E-8 contains the ta xes charged to operations.

The accountant's notes to the financial statements and the financial

assumptions used in preparing the rate filing schedules are shown on Schedules E-9

and F-4, respectively, in accordance with the Commission's standard filing

requirements.

Schedule F-1 contains the results of operations at the present rates (actual and

adjusted) and at proposed rates.

Schedule F-2 contains the summary of changes in financial position (cash

flow) for the prior two years, the test year at present rates, and a projected year at

present and proposed rates.

Schedule F-3 shows the projected construction requirements for 2019, 2020,

and 2021 .

Schedule F-4 contains the assumptions used in developing the adjustments

and projections contained in the rate filing.

I v .

Q.

RATE BASE (B SCHEDULES).

W OULD Y()U EXPLAIN THE RATE BASE SCHEDULES THAT ARE

LABELED AS THE B SCHEDULES?

A. Yes. I will start with Schedule B-5, which is the cash working capital allowance.

I computed the Company's cash working capital using the formula method. To

avoid disputes between the parties, Alliant is not seeking a working cash allowance.

PLEASE CONTINUE.Q.

A. Alliant did not file Schedules B-3 and B-4. To limit issues in dispute, Alliant is

requesting that original cost rate base ("OCRB") be used as the FVRB for each

division.
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Q . HAVE YOU PR EPAR ED SC HEDULES SHGWING ADJ USTM ENTS TO

THE OCRB?

A. Yes. Schedule B-2 show adjustments to the OCRB cost rate bases proposed by

Alliant. Schedule B-2, pages 2 through 7, provides the supporting information.

Q. AR E  TH E  O C R B ADJ USTM E NTS TH E  SAM E  ADJ USTM E NTS F O R

BOTH DIVISIONS?

A. Generally, yes, although as with all of the schedules the amounts are different for

the Payson Division and the Page Division. However, my description of the OCRB

adjustments will apply equally to both divisions and I will continue to identify

adjustments that apply specifically to each division as necessary.

A. P lant-in-Ser vice (P IS) and Accumulated Depr eciation (A/D).

WHAT ARE  THE  p ls  ADJ USTM E NTS F OR E ACH DI VI SI ON?Q -

A. B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts PIS. There

are six PIS adjustments included in Adjustment 1. These are shown on Schedule B-

2, page 3, and are labeled as adjustments "A," "B," "C," "D," "E," and "F."

Adjustment A of B-2 adjustment number 1 reflects adjustments to reconcile

the general ledger accounts to the fixed asset listing.

Adjustment B of B-2 adjustment number 1 reflects the expected 2019 pipeline

replacement costs and related equipment costs for the pipeline replacement project.

IS THIS P TY P LANT FOR THE PAYSON DIVISION?Q .

A.

1

2

3

4

5

6

7

8

9

10

l l

1 2

1 3

1 4

15

1 6

17

18

19

2 0

21

22

23

24

25

26

Yes, however, I have segregated the pipeline replacement related costs from other

PTY plant through separate B-2 adjustments because of the unique nature of the

pipeline replacement project in the Payson Division. As Mr. Randolph explains in

his direct testimony, in 2019 the Commission ordered that Alliant replace 48 miles

of Adyl-A pipeline, beginning with at least 1.5 miles in 2019, which has already

required Alliant to purchase new equipment and to fully outfit one new internal crew
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to work on pipeline replacement in the Payson Division.3 This adjustment is subject

to true up once the total spent in 2019 on compliance with the Commission decision

is known and measurable. Adjustment B of B-2 adjustment number 2 is intentionally

left blank for the Page Division.

Adjus tmen t  C  o f B-2 ad jus tmen t  number 1 reduces  PIS fo r p ipeline

retirements that are related to the proposed pipeline replacements from Adjustment

B of B-2 adjustment number 1. These are the retirements of pipeline that is being

taken out of service and being replaced. Adjustment C of B-2 adjustment number l

is intentionally left blank for the Page Division.

Adjustment D of B-2 adjustment number 1 reflects adjustments to remove

and/or add  costs  o f assets  shared  with  o ther d ivis ions  (bo th  regulated  and

unregulated). These adjustments primarily relate to transportation equipment.

Adjustment E of B-2 adjustment number l reflects the Company's proposed

PTY plant, in addition to the pipeline replacement for the Payson Division I have

already discussed. The PTY plant includes primarily the new back up plant for the

Page Division discussed by Mr. Byrd in his direct testimony.4

Adjustment F of B-2 adjustment number l reflects the Company's proposed

PTY plant retirements for the Payson Division. Adjustment F of B-2 adjustment

number 1 is intentionally left blank for the Page Division because there are no

retirements associated with the PTY plant for the Page Division.

ITQ . I S CUSTOMARY T() INCL UDE  P TY P L ANT IN RATE  BASE ,

MR. BOURASSA?

A. Yes, Ir has been. Over the past 10-15 years, the Commission has routinely included

6-12 months of PTY plant in rate base when that plant is paid for, used and useful,
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3 Direct Testimony of Robert Randolph ("Randolph Dt.") at 15.

1 Direct Testimony of Dindy Byrd at 4:2-16.

SHAPIRO LAW FIRM
A PlwrsssmnA\. C[lRIORATl)\I

7



1
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4
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and in service before the rate proceedings have gone too far for the plant to be

evaluated and confirmed.5 Allowing a reasonable amount of PTY plant ensures a

closer match between the plant that will be serving customers and the rates they will

be paying by mitigating some of the impacts of regulatory lag. I believe it  is

particularly appropriate in a rate case like this one where the Commission selected

the test year and deadline for the rate filing and ordered infrastructure improvements

after the test year.

WH AT C UT O F F  DI D TH E  C O M P ANY USE  F O R  TH E  P TY P L ANT?8 Q .

A.9

10

l l

12

13
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15

16

17

18

19

20

21

June 30, 2019 was used as the cut-off date for any PTY plant in either division that

was unrelated to the pipeline replacement for the Payson Division. As mentioned

above and as discussed by Mr. Randolph, the Company is requesting that PTY costs

related to pipeline replacement for all of 2019.6 Given that the Commission ordered

at least 1.5 miles of pipeline replacement in 2019, in an order that was not issued

until June of this year, coupled with the fact that the Commission also ordered the

test year and timing of this rate case, I believe the Company's request to include one

year of PTY pipeline replacement in the Payson Division is not only fair and

reasonable , but  a lso sound rate  making. The Company is going to be put t ing in

48 miles of new plant at a cost of up to $20M over more than a decade. Any pipeline

replacement costs incurred in 2019 for used and useful plant in service that goes into

rate base in this rate case is less that has to go into rate base in the next rate case and

may mean the next rate case can be delayed just a little longer.

22

23

24

25

5 See, e.g., Saliuarita Water Company, Docket No. W-03718A-15-0213, Liberty Utilities (Litclqfielcl Park
Water & Sewer) Corp.. Docket Nos. SW-01428A-17-0058 8; W~()l427A-l7~0059, Farmers Water Co., Inc.,
Docket No. W-01654A- 18-0083, Payson Water Co., Inc. ,Docket No. W-035 l4A- l 8-0230. See also Tucson
Electric Power Company, Docket No. E-01933A- 12-0291 (settlement accepting TEP's proposed 12 months
of PTY plant and depreciation (12/ year convention)), Arizona Public Service Co., Docket No. E-01345A-
16-0123 (settlement accepting APS' proposed 15 months of PTY plant and depreciation (12/ year
convention)).

6 Randolph Dt. at 15:20 - 16: 10.2 6
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Q . ARE YOU FAMILIAR WITH THE COMMISSION'S EFFORTS TO ADOPT

A POLICY FOR PTY PLANT?

A. I am aware that it has been the subject of discussion in a few recent rate cases and

that a generic workshop has been established in Docket No. AU-00000A_19-0080.

I concur with Mr. Randolph, who points out in his direct testimony that certainty

regarding PTY plant would aid budgeting and construction decision making.7

Moreover, any policy should have exceptions for situations where the utility is

complying with a Commission order regarding the nature and timing of plant

investment and/or timing of the utility's test year and rate filing.8 In my experience,

6-12 months after the test year, as long as the plant can be expected in due time, is a

reasonable window for PTY plant.

THE ACCUMULATED DEPRECIATIONQ . OKAY, P LEASE DISC USS

ADJ USTMENTS.

A. B-2 adjustment number 2, as shown on Schedule B-2, page 2, adjusts A/D. There

are six A/D adjustments included in Adjustment 2. These are shown on Schedule

B-2, page 4, and are labeled as adjustments "A," "B," "C," "D," "E," and "F."

Adjustment A of B-2 adjustment number 2 reflects adjustments to reconcile

the general ledger accounts A/D to the fixed asset listing A/D.

Adjustment B of B-2 adjustment number 2 increases A/D for the proposed

pipeline and related equipment costs of the pipeline replacement project and is

related to the proposed plant costs in adjustment B of B-2 adjustment number 1. As

has been customary for proposed plant added after the end of the test-year, the A/D

adjustment reflects one-half year of depreciation.9
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7 See Randolph Dt. at 17: 1-12.

8 Randolph Dt. a t 16.

9 See, e.g., Sahuarifa Water Company, Docket No. W-03718A-15-0213, Liberty Utilities (Litch.feld Park
Water & Sewer) Carp., Docket Nos. SW-01428A~l7-0058 & W-01427A-17-0059, Farmers Water Co., Inc.,
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Adjustment C of B-2 adjustment number 2 reduces A/D for retirements and

is related to adjustment C of B-2 adjustment number 1.

Adjustment D of B-2 adjustment number 2 reflects adjustments to remove

and /o r add  A/D o f assets  shared  with  o ther d ivis ions  (bo th  regu lated  and

unregulated) and is related to Adjustment D of adjustment number 1.

Adjustment E of B-2 adjustment number 2 increases A/D for one-half year of

deprecation on PTY plant proposed in Adjustment E of B-2 adjustment number l.

Again, it's customary to use one-half year of depreciation for PTY plant.

Adjustment F of B-2, adjustment number 1, reflects the A/D associated with

proposed PTY retirements from Adjustment F of B-2 adjustment number 1 for the

Payson Division. Adjustment F of B-2 adjustment number l is intentionally left

blank on the Page Division.

B. Contr ibutions-in-Aid of Constr uction (C I AC ). Accu m u la t ed
Amor tization (A.A.) and Advances-in-Aid of Constr uction (AIAC).

Q . PLEASE DISCUSS THE CONTRIBUTIONS-IN-AID OF CONSTRUCTION

ADJ USTMENTS.

A. B-2 adjustment number 3, as shown on Schedule B-2, page 2, adjusts CIAC and

A.A. to the reconstructed balances shown on Schedule B-2, pages 5.1 to 5.2 and

summarized on Schedule B-2, page 5.

Q. DO THE C IAC  AND A.A. BALANC ES SHOW N on  SC HEDULE B-2

REFLECT THE LAST COMMISSION RATE ORDER?

A. Yes. The starting CIAC and A.A. balances shown in the reconstruction are the

Docket No. W-Ol 654A-I8-0083, P a yson Wafer Co., Inc. , Docket No. W-035 I4A-l 8-0230. See a lso Tucson
Electr ic Power Comp a n y, Docket No. E-0l933A-12-0291 (settlement accepting TEP's proposed 12 months
of PTY plant and depreciation (12/ year convention)), Arizona  Public Service Co., Docket No. E-0|345A-
16-0123 (settlement accepting APS' proposed 15 months of PTY plant and depreciation (12/ year
c o nventio n)).
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balances approved in the last rate order. Additional CIAC recorded and previously

unrecognized CIAC since the end of the last year have been added to CIAC and are

shown on Schedule B-2, pages 5.1 to 5.2. Computed amortization for each year,

based upon the specific plant account depreciation rate for the plant funded with

CIAC, has been added to A.A. and is also shown on Schedule B-2, pages 5.1 to 5.2.

D()ES THE COMPANY HAVE ANY AIAC?Q.

A. No.

Q.

C. Excess Accumulated Defer r ed Income Taxes (EADIT).

PLEASE DISCUSS THE ACCUMULATED DEFERRED INCOME TAXES

ADJ USTMENT.

A. Adjustment number 4, shown on Schedule B-2, page 2, reflects the computed

EADIT at the end of the test year for the Page Division, which is the only one of the

two divisions that has income tax recovery in its revenue requirement. This amount

reflects the EADITs collected by the Page Division from income taxes included in

rates since its last rate case. Adjustment number 4, shown on Schedule B-2, page 2,

is intentionally left blank for the Payson Division as the Payson Division rates have

not included income taxes in the past.

INCOME STATEMENT (C SCHEDULES)

WOULD YOU EXPLAIN THE C SCHEDULES?

v .

Q.

A. Schedule C-1, page l summarizes the test year actual and adjusted revenues and

expenses. Schedule C-l, pages 2.1 and 2.2, show the individual adjustments to the

test year. The following is a summary of adjustments shown on Schedule C- l , pa ges

2.1 and 2.2:

Adjustment l annualizes depreciation expense. The proposed depreciation

rate for each component of utility plant is shown on Schedule C-2, page 2.

l
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1

2

3

4

5

6

7

Adjustment  2 adjusts property ta xes to reflect  the  2018 property taxes.

The details of the adjustment are shown on Schedule C-2, page 3.

Adjustment 3 is intentionally left blank for both divisions. Typically,

Adjustment 3 would be used for the rate case expense adjustment, however, rate case

expense is not reflected in the operating expenses because the Company is requesting

recovery through a rate case expense surcharge. I will discuss the Company's rate

case expense request in more detail later in this section of my testimony.

Q .8

9

THANK you, PLEASE CGNTINUE WITH YOUR DISCUSSION OF THE

EXPENSE ADJ USTMENTS.

A.10 Adjustment  4  annua lizes revenues to  the  yea r-end number  of  customers and

l l

12

13

14

15

16

annualized proposed changes in miscellaneous service charges. The annualization

of revenues is based on the number of customers at the end of the test year, compared

to the actual number of customers during each month of the test  year. Average

revenues per customer by month were computed for the test year and then multiplied

by the increase (or decrease) in number of customers for each month of the test year.

The annualization of proposed changes in miscellaneous charges reflect the increase

in the various miscellaneous service charges and the number of instances during the

test year. This adjustment  a lso annualizes purchased gas expense and postage

17

18

19

20

21

22

23

expense (office supplies and expense).

Adjustment number 5 reflects revenue and purchased gas expense accrual

corrections that stem from over/under accrual of revenues and purchased gas expense

for the Payson Division. The adjustment is necessary in order to reconcile the actual

bill count  revenues to  the  revenues recorded on the  books for  the  t e st  yea r .

24

25

26

Adjustment number 5 is intentionally left blank for the Page Division.

Adjustment number 6 reflects the removal of freight expense for the Payson

Division. Freight costs are part purchased gas inventory costs and are relieved as
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1

2

3

4

5

6

7

part of the purchased gas cost. Adjustment number 6 is intentionally left blank for

the Page Division.

Adjustment number 7 increases contractual services - other for the Payson

Divis ion  fo r add it ional cos t  expected  to  be incurred  fo r enhanced  p ipeline

surveillance. Adjustment number 7 is intentionally left blank for the Pa ge Division.

Adjustment number 8 reflects adjustments for shared labor costs that are

reflected on the Payson Division. The Payson Division's adjustment removes shared

labor from that division and the Page Division's adjustment reflects an increase

shared labor.

8

9

10 Adjustment number 9 reflects the adjustment for bad debt expense based upon

l l an historical 3-year average.

12 Adjustment 10 adjusts interest expense to reflect interest synchronization with

the rate base.13

14 Q . W H Y IS AL L IANT  R E Q UE ST ING  AP P R O VAL  O F  A R AT E CASE

EXPENSE SURCHARGE?1 5

A.16 This methodology is fair to both customers and the utility because it avoids potential

17

18

19

20

21

22

23

24

25

26

over or under recovery of rate case expense that can happen when rate ca se expense

is treated as a "normalized" expense. Rate case expense is not a normal, regular

expense. It is incurred for a limited purpose, outside the test year, and may bear little

resemblance to other cases where the expense is incurred. Additionally, the utility

pays rate case costs in advance and when treated as a typical expense, any

unrecovered rate case expense may be forfeited if the utility gets new rates before

the amortization period has run. Alternatively, if the utility stays out longer than the

amortization period, the utility may over recover that expense. A surcharge avoids

both possible outcomes because the utility will collect only the authorized level of

rate case expense per the surcharge. In other words, by using a rate case expense
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surcharge, the Company will recover the amount authorized, no more, and no less.

Q. WHAT IF  THE NEXT RATE CASE IS COMP LETE BEF ORE THE

COMPANY COMPLETES ITS RECOVERY OF THE COST OF THIS CASE

UNDER THE RATE CASE EXPENSE SURCHARGE?

A. A rate case expense surcharge can remain a line item on the customer bill and can

include amounts to be recovered from different rate cases. The amount can adjust

as needed, up or down. This also has the benefit of making the cost of ratemaking

transparent to all stakeholders and another reason I actually believe rate case expense

surcharges should be used in most, if not all, rate cases. It is particularly appropriate

in the case of Alliant.

WHY IS THAT, MR. BOURASSA?Q .

A. Because Alliant will most likely be filing frequent and regular rate cases for the next

10-20 years as it continues to invest capital and replace 48 miles of older pipe to

comply with Decision No. 77266. 10 Each rate case may be different than the last and

both the Company and its customers should have assurance that the Company will

recover its authorized rate case expense, no more and no less.

Q. OKAY, THANK Y()U, MR. BOURASSA. W HAT IS THE REQUESTED

TOTAL RATE CASE EXPENSE?

A. The Company estimates rate case expense for both divisions will total $400,000.

The amount allocated to the Payson Division is $332,000 and to the Page Division

$68,000. The allocation between divisions is based upon a 3-factor allocation using

rate base, proposed revenues, and customers, which results in 83 percent of the total

rate case expense allocated to the Payson Division and 17 percent of the total rate

case expense allocated to the Page Division. The Company has calculated the

10 Randolph Dr. at I 4:7-I 1 .
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surcharge over a three-year recovery period, which equates to $1 10,667 and $22,667

annually for the Payson Division and the Page Division, respectively.

HOW WAS THE  TOTAL  RATE  CASE  E XP E NSE  DE TE RM INE D?Q .

A. It is an estimate. Lead counsel and I have extensive experience before the

Commission in rate cases. In consultation with the Company's representatives, who

are sensitive to price increases because of the competitive nature of their business,

and taking into account the length of time between cases as well as anticipated

circumstances in this rate case, we believe this is a reasonable estimate of what

should  be the Company's au thor ized  to tal rate case expense.  I f  the estimate turns

out to be way off, either too low or too high, it can always be revisited as the rate

case progresses. At this stage of the rate case, all we can do is make a prediction.

Q . BASE D UP ON THE  TE ST YE AR-E ND NUM BE R OF  CUSTOM E RS, WHAT

I S THE  M ONTHL Y RATE  CASE  E XP E NSE  SURCHARGE ?

A.

I would note, however, that the

The Payson Division had about 7,150 customers. The proposed annual rate case

expense is $110,667. The resulting monthly surcharge per customer for the Payson

Division would be $1.28 ($110,667/7,150/12).

surcharge would be calculated at the end of the rate case based on the current number

of customers at the time the new rates, including the rate case expense surcharge, go

into effect. The Page Division had about 1,280 customers. The proposed annual

rate case expense is $22,667. The resulting monthly surcharge per customer for the

Page Division would be $1.48 ($22,667/1,280/12) using the test  year customer

number.

Q . WOULD THE C OM PANY AGR EE TO ANNUAL R EPOR TING OF THE

RATE CASE E XP E NSE SUR CHAR GE COL L E CTI UNS T () T HE

COM M ISSIGN?
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26 A. Yes, if the Commission wishes. That could be particularly helpful if, as expected,
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the Company's rate cases have to follow one another within the recovery period used

to determine the rate case expense surcharge due to the magnitude of the investment

in pipeline replacement for the Payson Division.

VI. C()ST UF SERVICE STUDY G SCHEDULES

Back  r ou n d .A.

WHY DID THE  COM P ANY P RE P ARE  A COST OF  SE RVICE  STUDY?Q .

A. Because the Company feared having its rate filing found insufficient if it did not file

G schedules with this rate filing.

Q. AR E N' T  C O ST  O F  SE R VIC E  ST UDIE S R E Q UIR E D UNDE R  T H E

COMMISSION'S RULES?

A. Rule 103 says that a cost of service study (or COSS) is necessary if two conditions

are met. First, the utility is part of the "utility industry that recognizes cost of service

studies as important tools for rate design." Second, the "[c]osts incurred by the utility

are likely to vary significantly from one defined segment of customers to another."

The Commission generally does not base rate design on cost of service and the COSS

is frequently left out of rate case filings in Arizona. Therefore, I do not believe the

G Schedules (i.e., a COSS) are a requirement of this rate filing.

DOES THAT MEAN IT HAS NO BENEFICIAL VALUE IN THIS RATEQ.

A.

CASE ?

No. A COSS can provide a starting point for determining how proposed revenues

should be allocated to the customer classes based on their respective costs of service.

These results provide meaningful information in developing rate design, particularly

in the determination of cost of service-based rates. A cost of service study can also

help to eliminate disputes over the proposed rate design and rates, particularly when

there are multiple customer classes. However, when cost of service based rate setting

l
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l COSS is not worth the effort and cost. This isis not the priority, preparing a

especially true in Arizona ratemaking.

WHAT EXACTLY IS A C()ST OF SERVICE STUDY?Q.

A.

2
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9

1 0

l l

1 2

1 3

1 4

A cost of service study is an analysis of the adequacy of revenues and revenue

requirements to be met by the various classes of customers under both existing and

proposed rates. The study begins with an allocation of utility plant and expenses into

cost and asset functions, which are then allocated to customer classifications. The

study attempts to trace the costs associated with meeting the customers' service

requirements. Ideally, the revenues received from each customer class should equal

the cost of providing service to that customer class. The cost to provide service

includes the operating and maintenance expenses and the capital costs. Operating

and maintenance expenses include the costs cf operating the system and the costs of

maintaining system facilities and equipment. Capital costs include investment-

related cash requirements such as debt service, contributions to debt service reserves,

15

1 6

and capital requirements not financed by debt. Capital costs also include

depreciation expense and either a return on rate base (for-profit utilities) or an

operating margin (non-profit utilities) as well as incomes taxes and other taxes, if

applicable.
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Typically, the purpose of preparing a cost of service study is to offer guidance

in setting rates to be charged for utility service. Generally, setting rates based on the

cost of service allocates the cost of providing service equitably among customers and

customer classes. Cost-based rates also send an appropriate price signal to customers

because the amount paid for service approximates the cost to provide the service.

However, there are many other factors at play when rates are set. For example, the

regulatory body may favor subsidizing one class of customers by shifting costs to

other classes of customers or shifting revenues within one class of customers to
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A PRDFES$iONA\. C[lRIORATl)\I

17



subsidize members within that class.l Lifeline or discounted rates, which are

2

3

4

sometimes used to assist low-income customers in areas with high utility costs, are

prime examples of subsidization of a class of customers by other customers. There

may also be goals on promoting conservation (as in the case of water utilities) or

other social Ol economic goals. Thus, public policy may have a significant impact

on rate design, and these other factors have contributed to the limited usage of COSS

in ratemaking in Arizona in my opinion.

Q. WHAT METHOD OF COST ALLOCATION WAS USED YOUR COSS IN

THIS RATE F ILING?

A.

5
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1 0

l l
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I used the Commodity Demand Method which is described AWWA Manual Ml,

"Principles of Water Rates, Fees and Charges" published in 2000 and prior additions

of the manual. It is the method prescribed by Schedule G in the Commission's rules.

The commodity demand method allocates each item of the cost of providing service

to the several cost functions - commodity, demand, which is further separated into

customer, meter and services functions. These functional costs are then allocated to

the several customer classifications served by the system.
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This method normally separates expenses and assets into three primary

functions or components: commodity, demand, and customer. Commodity costs are

costs that tend to vary (change) with gas sold. These costs would consist primarily

of purchased gas but can also include a portion of repairs and maintenance to the

distribution system, labor costs, and other expenses, which may vary by customer

usage. Demand costs are capital and maintenance costs of facilities related to

meeting the peak demand or peak flow requirements. The plant assets that typically

cause the bulk of the demand cost are storage and distribution mains. Customer costs

are those costs related to serving and/or having customers, without regard to the

amount of gas flows. These costs would include meter reading, billing, customer
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accounting and collection, and the capital costs and maintenance costs related to

services, and customer equipment such as meters, service lines, computers, office

furniture, transportation equipment, etc.

H()W IS THE  COST OF  SE RVICE  STUDY ORGANIZE D?Q .

A. Each study used the test year revenue requirements developed b y the Company in

Schedules A through F and H. Costs were allocated to each of the cost functions

described earlier and then to the customer classifications. The cost of service study

contains schedules G-1 through G-7 filed with my testimony.

G Schedules with higher numbers (i .e., 5, 6 and 7) contain the allocation

factors and actual allocations to functions. These functions are then carried forward

to the summary G schedules 1, 2, 3 and 4, which allocate expenses and plant (by

function) to classes of customers. I will start my analysis using Schedule G-7 and

end with Schedules G-2 and G-1.

WHAT IS A " F UNCTION" ?Q .

A.

measurement, i.e., therms for propane ga s.

Functions refer to the plant and the expenses needed to distribute propane gas to the

customer. The functions associated with gas distribution are typically commodity,

demand, and customer (and/or services).

Commodity refers to the volume of the commodity sold. The commodity

function is used to derive the commodity rate, or the rate charged per unit of

Demand refers to how the gas

distribution system is sized to meet customer usage. Hence, the system is built to be

able distribute propane gas (the commodity), as well as the demand placed

distribution system when gas usage peaks.

The customer (and/or service) function is/are also used to  develop the

monthly minimum charged to each class of customer.
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Demand and customer functions refer to the delivery of the propane gas from

the customer through the distribution mains to customers. The costs associated with

demand, and customer functions are incurred whether the customer uses 5 therms or

10,000 therms .

Q. AFTER COSTS ARE ALLOCATED T() FUNCTIONS, How ARE

EXPENSES AND ASSETS THEN ALLQCATED T() THE INDIVIDUAL

CLASSES OF CUSTOMERS?

A. After the expenses and assets are allocated to the commodity, demand, and customer

functions, the values for the functions are then allocated to various customer classes.

Customer classes are typically broken down into residential, commercial, industrial,

and public authority.

Q .

B. Explanation of Cost of Service Study Schedules.

PLEASE PROCEED T() DESCRIBE AND EXPLAIN THE SCHEDULES

THAT COMPRISE THE COST OF SERVICE STUDY, NOTING HOW THE

VARIOUS FUNCTIONS WERE DEVELOPED AS YOU Do.

A.

1
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The allocations for the development of the class allocation factors are shown on

Schedule G-7b, pages 1 and 2. Allocation factors for expenses were determined by

examining the causal relationships of each expense to the various functions, which

may include an examination of the recorded amounts during the test year and the use

of professional judgment.

The operation and maintenance expense allocation to functions (commodity,

demand, customer, service, and meter) are shown on Schedule G-6a, page 1

(adjusted test year at present rates) and Schedule G-6b, page 2 (adjusted test year at

proposed rates).

The depreciation expense allocations are shown on Schedule G-6a, page 2

(adjusted test year at present rates) and Schedule 6b page 2, which apply the function
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allocation factors shown on Schedule G-7b, page 1 and 2 (adjusted test year at

proposed rates). Depreciation expense was computed using the Company's

proposed depreciation rates.

On Schedule G-5, pages 1 and 2, I allocated net plant and other rate base items

to each customer class using the function allocation factors set forth in Schedule G-

7a , pa ges 1 and 2.

Schedule G-4 allocates the commodity, demand, and customer expenses

developed on Schedule 6a and Schedule 6b to customer classes using the allocation

factors developed on Schedule G-7b, pages 1 and 2. Schedule G-4a shows the

allocated costs at present rates. Schedule G-4b shows the allocated costs at proposed

rates .

Schedule G-3, allocates the rate bases for commodity, demand, and customer

functions to the customer classes.

Schedules G-l and G-2 derive the return on rate base by customer classes at

present and proposed rates, respectively. The returns on rate base are computed by

dividing the operating income for the customer class by the rate base for that

customer class.

Q.

C . C ost  o f  Se r vic e  St u d  R e su lt s .

WHAT IS THE RANGE OF THE RETURNS FOR THE VARIOUS

CUSTOMER CLASSES AT PRESENT RATES?

A.
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As shown on Schedule G-1 for each division, the returns vary substantially between

the customer classes at the present rates. For the Payson Division there are four

customer classes: Residential, Commercial, School, and Contract. The largest

customer class, the residential class, provides the lowest return under the present

rates or -7.78 percent. The commercial class is providing a higher return at -3.54

percent. Public Authority (Schools) and Contract Customers provide much higher
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1

2

returns at 4.88 percent and 3.84 percent, respectively. This is not surprising as these

are la rge volume customer classes. For the Page Division, there are only two classes

of  customers: Resident ia l and Commercial.3

4

5

The largest customer class, the

residential class, provides the lowest return under the present rates or -73.78 percent.

The commercial class is providing a significantly higher return at 13.38 percent.

6 Q .

7

P L E ASE DE SC R I BE T H E CONTR ACT C USTO M E R C L ASS F O R

P AYSO N.

A.8

9

10

l l

12

13

14

The Contract Customer class is comprised of la rge volume customers that receive

special propane gas delivery rates because of the volume of propane gas purchased.

These customers are very price sensitive and to keep these customers they are

charged lower propane gas delivery rates. lt is to the benefit of other Payson

customers that these customers are retained, even with a lower gas delivery charge.

The large volume of gas purchased and their resulting contribution margin to costs

from Contract Customers helps keep the residential rates lower than they would be

without them.15

16 Q . WHAT ARE THE RETURNS F OR THE CUSTCMER CLASSES AT

P R O P O SE D R ATE S?

A.

17
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As shown on Schedule G-2 for each division, the returns at proposed rates are similar

in terms of the relative returns provided by each class. For the Payson Division, the

residential class provides a return under the proposed rates of 7.25 percent. This is

below the overall required return of 7.84 percent and indicates the residential class

will not be quite paying its full cost of service at the Company's proposed rates. The

commercial and contract class provide a return of 12.22 percent and 10.46 percent,

respectively, which are well above the 7.84 percent required return. These results

indicate that the commercial and contract classes pay more than their cost of service

and continue to subsidize the residential class under the Company's proposed rates.
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The Pubic Authority class (Schools) provides a return of 4.07 percent, also below

the required 7.84 percent return.

For the Page Division, the residential class provides a return under the

proposed rates of -36.28 percent. This is well below the overall required return of

7.84 percent and indicates the residential class is not paying its full cost of service at

the Company's proposed rates. The commercial class provides a return of

45.65 percent, which is well above the 7.84 percent required return.

Q . DOES IT SURPRISE you,  MR. BOURASSA, THAT CGMMERCIAL AND

CONTRACT CUSTOMERS ARE SUBSIDIZING THE COSTS O F

SERVICES FOR RESIDENTIAL CUSTOMERS UNDER PRESENT RATES ?

A. No. This was true under the rates adopted in the prior rate cases, and I assume this

was what the Commission decided was a fair and equitable. Accordingly, the

Company proposed rates continue to reflect the previously embedded subsidization

of the residential class for both divisions. This further illustrates why I no longer

believe that Arizona utilities are generally in a segment of the industry that uses cost

of service for rate design. It also reflects that differences in the cost of service

between classes are not the primary reason behind differences in rates between

classes.

VII. RATE DESIGN (H SCHEDULES).

Q. WHAT ARE THE COMPANY'S PRESENT RATES AND PROPUSED

RATES FOR PROPANE GAS SERVICE?

A. The present and proposed rates are set forth on Schedule H-3.

Q. IS THE COMPANY PR()POSING ANY CHANGES T() THE RATE

DESIGN?

A.

1
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No, the Company is proposing that the base cost of gas and purchased gas adjuster

be combined for the Page Division, as it is in the Payson Division's rates. But that
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is not a significant change, nor are the increases in miscellaneous service charges

Ms. Wolverton discusses in her direct testimony." The Company is proposing

increases in several of the miscellaneous services charges to create and maintain

consistency across both divisions and to bring those charges in line with current

actual costs.!2

Q. WHAT WILL BE THE RESIDENTIAL CUSTOMER MONTHLY BILL FOR

PROPANE GAS UTILITY SERVICE UNDER THE NEW RATES?

A. As shown on Schedule H-2, page 1, for the Payson Division, the monthly bill under

proposed rates for a residential customer is $74.15 - a $14.89 increase over the

present monthly bill of $59.27, or a 25.12 percent increase. For the Page Division,

the monthly bill under proposed rates for a residential customer is $58.99 - a $12.23

increase over the present monthly bill of $46.76, or a 26. 16 percent increase.

DOE S THIS INCL UDE  THE  RATE  CASE  E XP E NSE SURCHARGE?Q.

A. No. For the Payson Division, the $1.28 estimated rate case expense surcharge is in

addition to the $74.15 monthly rate. When taken together, a residential customer

will pay $75.43 monthly - a $ 16. 17 increase over the present monthly bill, or a 27.28

percent increase. For the Page Division, the $1.48 estimated rate case expense

surcharge is in addition to the $58.99 monthly rate. When taken together, a

residential customer will pay $60.47 monthly - a $l3.71increase over the present

monthly bill, or a 29.32 percent increase.

DOE S THI S CONCL UDE  YOUR DI RE CT TE STI M ONY?Q .

Yes.A.

11 Direct Testimony of Cathy Wolverton at 20: 16-22.

12 Id.
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RESUME OF THOMAS J . BOURASSA, CPA

EDUCATIONAL BACKGROUND

B.S. Northern Arizona University Chemistry/Accounting (1980)
M.B.A. University of Phoenix with Emphasis in Finance (1991)
C.P.A. State of Arizona (1995)
Continuing Professional Education - In areas of tax, accounting, management,
economics, finance, business valuation, consulting, and ethics (80 hrs every two years)

MEMBERSHIPS
Arizona Society of CPAs
Water Utilities Association of Arizona
American Water Works Association

EMPLOYMENT EXPERIENCE

1995 - Present CPA - Self Employed
Consultant to utilities on regulatory matters including all aspects of
rate applications (rate base, income statement, cost of capital, cost
of service, and rate design), rate reviews, certificates of
convenience and necessity (CC&N), CC&N extensions, financing
applications, accounting order applications, and off-site facilities
hook-up fee applications. Provide expert testimony as required.

Consult on various aspects of business, financial and accounting
matters including best business practices, generally accepted
accounting principles, generally accepted ratemaking principles,
project analysis, cash flow analysis, regulatory treatment of certain
expenditures and investments, business valuations, and rate
reviews.

Litigation support services.

1992-1995 Employed by High-Tech Institute, Phoenix, Arizona as Controller
and C.F.O.

1989-1992 Employed by Alta Technical School, a division of University of
Phoenix as Division Controller.

1985-1989 Employed by M.L.R. Builders, Tampa and Pensacola, Florida as
Operations/Accounting Manager

1982-1985 Employed by and part owner in Area Sand and Clay Company,
Pensacola, Florida.
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1981-1982 Employed by Purdue University, West Lafayette, Indiana as
Teaching Assistant.
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLOYED
CONSULTANT

COMPANY/CLIENT
Liberty Utilities (Black Mountain Sewer)
Corp.
ACC Docket No. SW-0236 lA- 19-0139

F UNCTION
Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service Study, Rate
Design, and Cost of Capital.

Pueblo Del Sol Water Company
ACC Docket No. SW-02208A- 19-0140

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Liberty Utilities (CalPeco Electric) LLC
CPUC Application 18-12-001 .

Cost of Capital. Prepared Cost of Capital
analysis and testimony.

Cost of Capital. Prepared Cost of Capital
analysis and testimony.

Liberty Utilities (Park Water) Corp. and
Liberty Utilities (Apple Valley Ranchos
Water) Corp.
CPUC Applications 18-05-001, et al.

Truxton Water Company
ACC W-02168A-I8-308

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Payson Water Company
ACC W-03514A-18-0230

Permanent Rate Application - Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Farmers Water Company
ACC W-01654A-l8-0083

Permanent Rate Application - Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Liberty Utilities (Silverleaf Water) Corp.
SOAH DOCKET no. 473-18-3006.WS
Texas P.U.C. DOCKET no. 47976

Permanent Rate Application - Water and
Wastewater. Prepared financing
application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
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F UNC TIONCOMPANY/CLIENT
Design, and Cost of Capital.

Prepared computations of tax "savings"
from the reduction in federal income tax
rates and proposal for passing savings to
rate payers through bill credits.

Generic Proceeding - Income Tax
"Savings" from reduction in Federal
Income Tax Rate
ACC AU-0000A-17-0379
ACC various dockets

Develop wastewater rates based upon
water usage.

Liberty Utilities (Woodmark Sewer) Corp.
Liberty Utilities (Tall Timbers Sewer)
Corp.
SOAH DOCKET no. 473-17-l64l.WS
Texas P.U.C. DOCKET NO. 46256

Cerbat Water Company
ACC W-0239lA-18-0018

Permanent Rate Application -Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Ajo Improvement Company
ACC Docket No. WS-01025A-17-0361

Permanent Rate Application - Water,
Wastewater, and Electric. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design,

East Slope Water Company
ACC Docket No. W-0203 lA-17-317

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Kachina Village Improvement District
Flagstaff, Arizona

Prepared rate studies and rate designs.
Participated in Board work sessions,
customer work sessions, and open houses.

Liberty Utilities (Litchfield Park Water &
Sewer) Corp.
ACC Docket No. W-01428AA-17-0059
ACC Docket No. SW-01428AA-17-0058

Permanent Rate Application - Water and
Wastewater. Prepared financing
application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Cost of
Service, Rate Design, and Cost of Capital.

Pima Utility Company
ACC Docket No. W-02199A-16-042 l
ACC Docket No. SW-02 l99A- 16-0422 Permanent Rate Application - Water and

Wastewater. Prepared financing
application. Prepared schedules and
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F UNC TIONCOMPANY/CLIENT
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Valley Pioneers Water Company
ACC Docket No. W-02033-16-0412

Permanent Rate Application -Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Yarnell Water Co-Op
ACC Docket No. W-02255A-16-0153

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Oak Creek Water Company No. 1
ACC Docket No. W-01392A-16-0161

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Epcor Water Arizona
ACC Docket No. w-01303A-16-0145

Mountain Water Company
Montana PUC Docket No. D2016.2. 15

Permanent Rate Application -
Wastewater. Prepared Reconstruction
Cost New Less Depreciation Plant for use
in determining fair value rate base.
Testified in the matter investigating
whether Mountain Water Company's rates
are just and reasonable.

Turner Ranches Water and Sanitation
Company

ACC Docket No. W-01677A-16-0076

Permanent  Rate Appl icat ion -Water
Prepared short-fonn schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Liberty Utilities (Entrada Del Oro Sewer)
Corp.
ACC Docket No. W-04316A-16-0078
ACC Docket No. W-04316A-16-0085

Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Original Cost Less Depreciation Plant,
Reconstruction Cost New less
Depreciation Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Permanent Rate Application - Water and
Wastewater. Prepared financing

Liberty Utilities (Rio Rico Water and
Sewer) Corp.
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FUNCTIONC OM P ANY/C LIENT
ACC Docket No. WS-02676A-15-0368
ACC Docket No. WS-()2676A-15-0371

application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Liberty Utilities (Bella Vista Water) Corp.

ACC Docket No. W-02465A-15-0367

ACC Docket No. W-02465A-15-0370 Permanent Rate Application - Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Community Water of Green Valley
ACC Docket No. W-02304A- 15-0263

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Sahuarita Water Company
ACC Docket No. W-03718A-15-0213

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Liberty Utilities (Black Mountain Sewer)
Corp.
ACC Docket No. SW-0236 lA- 15-0206
ACC Docket No. SW-0236 lA- 15-0207

Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service Study, Rate
Design, and Cost of Capital.

Tierra Buena Water Company
ACC Docket No. W-02076A-15-013

Permanent Rate Application - Water.
Assisted in preparation of short-form
schedules.

Red Rock Utilities, LLC
ACC Docket No. W-04245A-14-0295

Permanent  Rate Appl icat ion -  Water  and
Wastewater. Prepared short~form
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Quail Creek Water Company
ACC Docket No. W-02514A-14-0370

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
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FUNCTIONCOMPANY/CLIENT
Capital.

Tonto  Basin Water  Company
ACC Docket  No . W-03515A-14-0310

Permanent  Rate Appl icat ion -  Water .
Prepared short-form schedules for Rate
Base, Income Statement, Plant , Bil l
Counts, and Rate Design.

Navajo  Water
ACC Docket  No . W-03511A-14-304

Permanent  Rate Appl icat ion -  Water .
Prepared short-form schedules for Rate
Base, Income Statement, Plant , Bil l
Counts, and Rate Design.

Prepared schedules and test ified on cost  of
capi tal .

Alaska Po wer  Co mpany
Regulato ry Commission o f Alaska
Docket No. U-14-002

Prepared schedules and test ified on cost  of
capi tal .

Anchorage Municipal  Light  & Power
Regulato ry Commission o f Alaska
Docket No. U- 13-184

Liberty Util i t ies (Pine Bluff) Inc.
Arkansas Publ ic Service Commission
Docket No. 14-020-U

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and test ified on Rate
Base, P lant , Income Statement , Revenue
Requirement, Cost  of Service, Rate
Design, and Cost  of Capital .

Abra Water  Co mpany
ACC Docket  No . W-01782A-14-0084

Permanent  Rate Appl icat io n -  P repared
schedules and test ified on Rate Base,
Plant , Income Statement , Revenue
Requirement , Rate Design, and Cost  o f
Capital .

EPCOR Water  Arizona, Inc.
ACC Docket  No . W-01303A-14-0010

Permanent  Rate Appl icat io n -  P repared
rate designs and cost  of Service studies for
Mohave Water Dist r ict ,  Mohave
Wastewater District , Paradise Valley
Water District , Tubac Water District , and
Sun City Water District .

Liberty Util i t ies (Midstates Natural  Gas),
Inc.
Missouri  Public Service Commission
Case No. GR-2014-0152

Permanent  Rate Appl icat ion -  Assist  in
preparing required rate application
schedu les fo r  Rate Base, P lant , Income
Statement , Revenue Requ irement , and
Rate Design.
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C OM P ANY/C LIENT F UNC TION

Hydro Resources, LLC.
ACC Docket No. W-20770A-13-0313

Certificate of Convenience and Necessity
- Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, and initial rates.

Little Park Water Company
ACC Docket No. W-02192A-13-0336

Permanent Rate Application -. Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Utility Source, LLC.
ACC Docket No. WS-04235A-13-0331

Permanent  Rate Appl icat ion -  Water  and
Sewer. Prepared schedu les and test i f ied
on Rate Base, P lant , Income Statement ,
Revenue Requ irement , Rate Design, and
Cost of Capital .

Payson Water Company
ACC Docket No. W-03514A-13-011 1
ACC Docket No. W-03514A-13-0142

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Financing Application. Prepared financial
ratios and debt surcharge mechanism.

ValuationGoodman Water Company

Verde Santa Fe Wastewater
ACC Docket No. SW-03437A-13-0292

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Logo Del Oro Water Company
ACC Docket No. W-01944A-13-0215

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Chaparral City Water Company
ACC Docket No. W-021 13A-13-01 I8

Permanent Rate Application - Prepared
and testified on cost of service study.

Las Quintas Serenas Water Company
ACC Docket No. W-01583A-13-01 l7

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and test ified on Rate
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COMPANY/CLIENT F UNC TION
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Southwest Environmental Utilities. Inc.
ACC Docket No. WS-20878A-13-0065

Certificate of Convenience and Necessity
- Water and Wastewater. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, and initial rates.

Litchfield park Service Company
ACC Docket No. SW-01428A- 13-0043
ACC Docket No. W-01428A- 13-0042 Permanent Rate Application - Water and

Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Beaver Dam Water Company
ACC Docket No. WS-03067A-12-0232

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Rio Rico Utilities
ACC Docket No. WS-02676A- 12-0196

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Vail Water Company
ACC Docket No. W-01651B-12-0339

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Avra Water Co-Op.
ACC Docket No. w-02126A-11-0480

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Pima Utility Company
ACC Docket No. W-02199A-11-0329
ACC Docket No. SW-02199A-11-0330

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Work on financing application.

Exhibit TJB-RB-DT1
Page 9 of 19



FUNCTIONC O MP ANY/C L I E NT
Liberty Utilities (CALPECO Electric),
LLC )
Docket No. 11202020

Work on preparation of permanent rate
application. Prepared schedules on Rate
Base, Plant, Income Statement, Revenue
Requirement.

Liv co Water Company
ACC Docket No. SW-02563A~11-0213

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Orange Grove Water Company
ACC Docket No. W-02237A-11-0180

Permanent Rate Application.  Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Goodman Water Company
ACC Docket No. W-02500A-10-0382

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Doney Park Water
ACC Docket No. W-01416A-10-0450

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Consultant to defendant and expert
witness for defendant on rates and
raternaking.

Grimmelmcmn, or . a l. v. Pulte Home
Cor por a tion, et. al., case no. CV-08-1878-
PHX-FJM, the United States District Court
for the District of Arizona.

Southern Arizona Home Builders
Association

Consultant on ratemaking aspects to line
extension policies (electric).

ValuationH20 Water Company

ValuationTierra Linda HOA Water Company

Las Qu intas Serenas Water  Company
ACC Docket No. W-01583A-09-0589

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Coronado Utilities
ACC Docket No. SW-04305A-09-0291

Permanent  Rate Appl icat ion -
Wastewater. Prepared schedules and
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F UNC TIONCOMPANY/CLIENT
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Little Park Water Company
ACC Docket No. W-02192A-09-0531

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Sahuarita Water Company
ACC Docket No. W-03718A-09-0359

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Bella Vista Water Company
Southern Sunrise Water Company
Northern Sunrise Water Company
ACC Docket No. W-02465A-09-0414
ACC Docket No. W-02453A-09-0414
ACC Docket No. W-02454A-09-0414

Rio Rico Utilities, Inc
ACC Docket No. WS-02676A009-0257

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Litchfield park Service Company
ACC Docket No. SW-01428A-09-0103
ACC Docket No. W-01428A-09-0104

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Consultant to plaintiff on ratemaking and
cost of service.

Town of Thatcher v. City of Sa jford, CV
2007-240, Superior Count of Arizona

Cost of CapitalValencia Water Company
California Public Utility Commission Case
No. 09-05-002

Valley Utilities
ACC Docket No. W-01412A-08-0586

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Exhibit TJB-RB-DT1
Page ll of 19



F UNC TIONC OM P ANY/C LIENT

Black Mountain Sewer Company
ACC Docket No. SW-02361A-08-0609

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0608

Interim Rate Application (Emergency
Rates)

Farmers Water Company
ACC Docket No. W-01654A-08-0502

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0454

Permanent Rate Application. Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design and Cost of
Capital.

Ridgeline Water Company, LLC
ACC Docket No. W-20589A-08-0173

Certificate of Convenience and Necessity
- Water. Prepared pro-forrna balance
sheets, income statements, plant
schedules, rate base, financing, and intitial
rates.

Sacramento Utilities, Inc.
ACC Docket No. SW-20576A-08-0067

Certificate of Convenience and Necessity
- Wastewater. Prepared pro-fonna
balance sheets, income statements, plant
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-08-0180

Permanent Rate Application. Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design and
Cost of Capital.

Participate in 40-252 proceeding.

Orange Grove Water Company
ACC Docket No. W-02237A-08-0455

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.
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F UNC TIONC OM P ANY/C LIENT
Far West Water and Sewer Company
ACC Docket No. WS-03478A-07-0442

Financing Application. Prepare schedules
to support application.

Oak Creek Water No. 1
ACC Docket No. W-0I392A-07-0679

Permanent  Rate Appl icat ion. P repared
schedules and test ified on Rate Base,
Plant , Income Statement , Revenue
Requirement , and Rate Design.

ICR Water Users AssociationDocket W-02824-07-0388 Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Johnson Utilities Valuation consultant in the matter of the
sale of Johnson Utilities assets to the
Town of Florence.

HZO, Inc
ACC Docket No. W-02234A-07-0550

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Chaparral City Water Company
ACC Docket No. W-021 l3A-07-0551

Permanent Rate Application. Prepared
schedules and testified on Rate Base, Plant,
Income Statement, Revenue Requirement,
Rate Design, and Cost of Capital.

Valley Utilities
ACC Docket No. W-01412A-07-0561

Financing Application. Prepare schedules
to support application.

Valley Utilities
ACC Docket No. W-01412A-07-280

Emergency Rate Application. Prepare
schedules to support application.

Valley Utilities
ACC Docket No. w-01412A-07-0278

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Litchfield Park Service Company
ACC Docket No. W-01427A-06-0807

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.
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FUNCTIONCOMPANY/CLIENT

Golden Shores Water Company
ACC Docket No. W-01815A-07-0117

Permanent Rate Application. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0140

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0399

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Sahuarita Water Company
(Rancho Sahuarita Water Co.)
ACC Docket No. W-03718A-07-0687

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Utility Source, L.L.C.
ACC Docket No. WS-04235A-06-0303

Permanent Rate Application- Water and
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Tierra Buena Water Company Valuation of Tierra Buena Water
Company for estate purposes.

Goodman Water Company
ACC Docket No. W-02500A-06-0281

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
and Cost of Capital.

Links at Coyote Wash Utilities
ACC Docket No. SW-04210A-06-0220

Certificate of Convenience and Necessity
- Sewer. Prepared pro-fonna balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

New River Utilities
ACC Docket No. W-0173A-06-0171

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-forma
balance sheets, income statements, plant

Exhibit TJB-RB-DT1
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F UNC TIONC OM P ANY/C LIENT
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-04-0501
Docket WS-02987A-04-0177

Extension of Certificate of Convenience
and Necessity - Sewer. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, financing, and
initial rate design.

Bachmann Springs Utility
ACC Docket No. WS-03953A-07-0073

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Avra Water Cooperative
ACC Docket No. W-02126A-06-0234

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-025191A-06-0015

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Sta te of Arizona  v. Far West Water and
Sewer , No. l CA-CR 06-0160

Expert witness on behalf of defendant in
penalty phase of case.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-05-080 l

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Black Mountain Sewer Company
ACC Docket No. SW-02361A-05-0657

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Balterra Sewer Company
ACC Docket No. SW-02304A-05-0586

Certificate of Convenience and Necessity
- Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Exhibit TJB-RB-DTI
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Community Water Company of Green
Valley
ACC Docket No. W-02304A-05-0830

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

McClain Water Systems
Northern Sunrise Water
Southern Sunrise Water
ACC Docket No. W-020453A-06-025 l

Certificate of Convenience and Necessity
- Water.  Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Valley Utilities Water Company
ACC Docket No.  w-01412A-04-0376

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Valley Utilities Water Company
ACC Docket No. W-01412A-04-0376

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, and
Revenue Requirement.  Assisted in
preparation of Rate Design.

Beardsley Water Company
ACC Docket No. W-02074A-04-0358

Permanent Rate Application - Water.
Prepared short-fonn schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Pine Water Company, Inc.
ACC Docket No. W-03512A-03-0279

Interim and Permanent Rate Application,
Financing Application - Water.  Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Cost of Capital,
and Rate Design.

Chaparral City Water Company
ACC Docket No. W-02113A-04-0616

Permanent Rate Application.  Prepared
schedules and testified on Rate Base,
Plant, and Income Statement.  Assisted in
preparation Rate Design.

Tierra Linda Home Owners Association
ACC Docket No. W-0423A-04-0075

Certificate of Convenience and Necessity
- Water.  Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Diamond Ventures - Red Rock Utilities
ACC Docket No. WS-04245A-04-0184

Ceitificate of Convenience and Necessity
- Water and Sewer.  Prepared pro-forma

Exhibit TJB-RB-DTI
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FUNCTIONCOMPANY/CLIENT
balance sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

n Water Company, Inc.
WS-01303A-02-0867
WS-01303A-02-0868
WS-01303A-02-0869
WS-01303A002-0870
WS-01303A-02-0908

Arizona-America
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.

Permanent Rate Application Water and
Sewer (10 divisions). Prepared schedules
and testimony on Rate Base, Plant,
Income Statement, and Revenue
Requirement. Assisted in preparation of
Rate Design.

Bella Vista Water Company, Inc.
ACC Docket No. W-02465A-01 -0776

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Cost of Capital and Rate
Design.

Green Valley Water Company
Docket (2000 Not Filed)

Permanent Rate Application. Prepared
schedules and testimony on Rate Base,
Plant, Income Statement, and Revenue
Requirement. Assisted in preparation of
Cost of Capital and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-02519A-00-0638

Permanent Rate Application - Sewer.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Rio Verde Utilities, Inc.
ACC Docket No. WS-02 l56A-00-032 l

Permanent Rate Application - Water and
Sewer. Prepared schedules and testimony
on Rate Base, Plant, Revenue Requirement,
and Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Liv co Water Company
Liv co Sewer Company
ACC Docket No. SW-02563A-05-0820

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Ba se, Income Statement, Plant, Bill
Counts, and Rate Design.

Exhibit TJB-RB-DTI
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Liv co Water Company
ACC Docket No. SW-()2563A-07-0506

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Cave Creek Sewer Company Revenue Requirement, Rate Adjustment
and Rate Design - Sewer.

Avra Water Cooperative
ACC Docket No. W-02126A-00-0269

Permanent Rate Application - Water.
Assisted in preparation of Rate Base, Plant,
Income Statement, Revenue Requirement,
and Rate Design.

Town of Oro Valley Revenue Requirements, Water Rate
Adj ustrnents and Rate Design.

Far West Water Company
ACC Docket No. WS-03478A-99-0144

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Income Statement, Revenue
Requirement, Lead-Lag Study, Cost of
Capital, and Rate Design.

MHC Operating Limited Partnership
Sedona Venture Wastewater
ACC Docket No. W-

Permanent Rate Application - Sewer.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Vail Water Company
ACC Docket No. W-0165 lB-99-0406

Permanent Rate Application. Assisted in
preparation of schedules for Rate Base,
Plant, Income Statement, and Rate Design.

E&T Water Company
ACC Docket No.  w-01409A-95-0440

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

New River Utility
ACC Docket No. W-01737A-99-0633

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Golden Shores Water
ACC Docket No. W-01815A-98-0645

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.
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Ponderosa Utility Company
ACC Docket No. W-01717A-99-0572

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Computation of Increase in Gross Revenue
Requirements As Adjusted

Line
M

Fair Value Rate Base $ 9,555,320

(602,956)Adjusted Operating Income

Current Rate of Return -6.31 %

$ 749,137Required Operating Income

7.84%Required Rate of Return on Fair Value Rate Base

$ 1 ,352,093Operating Income Deficiency

Gross Revenue Conversion Factor 1 .006392

$ 1 ,360,735
Increase in Gross Revenue
Requirement

$
$
$

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

6,443,684
1 ,360,735
7,804,41 g

21 .12%

Present
Rates

Dollar
Increase

Proposed
Rates

Customer
Classification

Percent
Increase

$ $ $ 25.12%
22.47%

5.11 %
4.83%

Residential
Commercial
School
Contract

5,892,642
609,086
154,926

1 ,054,594

1 ,183,004
11 1 ,765

7,534
48,598

4709,638
497321
147,392

1 ,005,997

Revenue Annualization
Subtotal

28.59%
21 .27°/0$$

25,320
6385,668

7,238
1 ,358,138

32,559
7,743,806 $

2,597
Other Revenues
Reconciling Amount

61 ,051
(3,036)

61,051
(439)

0.00%
-85.54%

0.00%
21 .12%Total of Revenues s 6,443,683 $ 7,804,418 $ 1 ,360,735

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Summary of Results of Operations

Exhibit
Schedule A2
Page 1
Witness: Bourassa

Description
Gross Revenues

Projected Year
Present Proposed
Rates Rates

12/31/2019 12/31/2019
$ 6,443,684 $ 7,804,419

Prior Years Ended
12/31/2016 12/31/2017

$ 4,959,186 $ 5,191 ,963

Test Year
Actual Adjusted

12/31/2018 12/31/2018
$ 6,713,673 $ 6,443,684

7,055,2817,046,6396,844,4555,857,9564,642,237 7,046,639Revenue Deductions and
Operating Expenses

$ 316,948 $ 749,137(130,781) $(665,993) $ (602,956) $ (602,956) $Operating Income

(4,189)Other Income and
Deductions

8,908Interest Expense

Net Income $

(147,152)

601,985

(7,407)

305,352 $

(3802)

(669,795) $

(147,152)

(750,108) $

(147,152)

(750,108) $(121,873) $

Common Shares N/A N/AN/AN/A N/AN/A

N/A N/A N/A N/A N/A
Earned Per Average

Common Share N/A

N/AN/A N/A N/AN/AN/ADividends Paid

N/AN/AN/AN/A
Dividends Per

Common Share N/A N/A

N/AN/AN/A N/A N/AN/APayout Ratio

8.86%4.40% 1 .38°/> 5.10%6.68% -6.74%
Return on Average

Invested Capital

-7.96%4.55% 1 .31°/0 6.68% 6.80% 4.86%
Return on Year End
Capital

1 .48%4.82% 7.67%9.55% 9.99% -10.08%
Return on Average

Common Equity

8.53%-12.02%-10.52%1 .41%-8.50%4.97%
Return on Year End

Common Equity

Times Bond Interest Earned
Before Income Taxes 4.09(5.10) (5.10)

Times Total Interest and
Preferred Dividends Earned
After Income Taxes 5.09(4.10) (4.10)

SUPPORTING SCHEDULES
C 1
E-2
F 1

Line

mf
1
2
3
4
5
6
7
8
g
10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54



Alliant Gas, LLC - Payson Div is ion
Test Year Ended December 31, 2018

Summary of Capital Structure

Exhibit
Schedule A3
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Projected
Year

12/31 /2019
Prior Years Ended

12/31/2016 12/31/2017

Test
Year

12/31 /2018Description:

Short~Term Debt

4,161,887Long-Term Debt

Total Debt $$$$ 4,161,887

Preferred Stock

7,882,953 6,242,8296,147,725 8,639,632Common Equity

$ 6,147,725 is 7,882,953 $ 8,639,632 is 10,404,716Total Capital 8< Debt

Capitalization Ratios:

40.00%0.00%0.00%0.00%LongTerm Debt

0.00%0.00% 40.00%0.00%Total Debt

Preferred Stock

100.00% 60.00%100.00% 100.00%Common Equity

100.00% 100.00%100.00%100.00%Total Capital

1 .54%0.00%0.00% 0.00%
Weighted Cost of
Senior Capital

SUPPORTING SCHEDULES:
E 1
D-1

Line

1
2
3
3

4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Construction Expenditures
and Gross Utility Plant in Service

Net Plant
Placed

in
Service

Gross
Utility
Plant

in Service
Construction
Expenditures

Prior Year Ended 12/31/2016 263,108 13,789,042263,108

Prior Year Ended 12/31/2017 14,258,4751,056,513 469,433

Test Year Ended 12/31/2018 269,262 755,509 15,013,984

1,070,050 16,122,5651,108,581Projected Year Ended 12/31/2019

P P  R T I N HED LE :
B 2
E 5
F 3

Line

M
1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018
Summary Statements of Cash Flows

Exhibit
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Page 1
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M
Test
Year

Ended
12/31 /2018

Projected Year
Present Proposed
Rates Rates

12/31/2019 12/31/2019

Prior
Year

Ended
12/31 /2017

Prior
Year

Ended
12/31/2016

$ 601,985305,352 $ (669,795) $ (121,873) $ (750,108) $

265,964 724,853
(1 ,757,523)

312,236
(33,498)

724,853
(1 ,757,523)

240,223
(84,334)

(361 ,096)
(327,488)
(208,051 )

330,163
451 ,880
(224,981 )

(75,818)
(30,432)

(809,287)

46,960 9,996
9

(71 ,429)
42,075

(328)

(3,786)
3,357

969

$

(42,083)
1,695

(68,321 )
(5,821 )

(1)
950,733 $ (1,348,510) SS

583
3,862

(6,067)
121,218

879
1 1

(609,289) $ (1,782,777) $
(1)

(430,686)

(910,872)(263,108) (1 ,056,513) (269,262) (910,872)

$ (269,262) $ (910,872)(910,872) $(263,108) as (1,056,513) $

153,202 153,202

4,161,887 4,702,724

$$ $

(687,625)
(687,625) $

(0)

878,552
878,552

1
(0)
0 $$

(1 ,646,695) (2,187,530)
2,668,394 $ 2,668,396

(25,255) 1 ,326,838
0 0

(25,255) $ 1,326,838(0)  $

2,405,023
2,405,023

(0)
(0)
(0)  $

SUPPORTING SCHEDULES:
E-3
F-2

1
2
3
4
5 Cash Flows from Operating Activities
6 Net income
7 Adjustments to reconcile net income to net cash
8 provided by operating activities:
9 Depreciation and Amortization
10 Depreciation and Amortization Adjustments
11 Changes in Certain Assets and Liabilities:
12 Accounts Receivable
13 Unbilled Revenues
14 Recoverable Gas Costs
15 Restricted Cash
16 Materials and Supplies Inventory
17 Prepaid Expenses
18 Deferred Charges
19 Receivables/Payables to Associated Co.
20 Accounts Payable
21 Customer Meter and Security Deposits
22 Taxes Payable

Other assets and liabilities
23 Rounding
24 Net Cash Flow provided by Operating Activities
25 Cash Flow From Investing Activities:
26 Capital Expenditures
27 Plant Held for Future Use
28 Changes in debt reserve fund
29 Net Cash Flows from Investing Activities
30 Cash Flow From Financing Activities
31 Change in Restricted Cash
32 Proceeds from Long-Term Debt
33 Net receipt of contributions in aid of construction
34 Net receipts of advances in aid of construction
35 Repayments of LongTerm Debt
36 Distributions/Dividends Paid
37 Deferred Financing Costs
38 Paid in Capital
39 Net Cash Flows Provided by Financing Activities
40 Increase(decrease) in Cash and Cash Equivalents
41 Cash and Cash Equivalents at Beginning of Year
42 Cash and Cash Equivalents at End of Year
43
44
45
46
47
48
49
50
51



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Summary of Rate Base
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Original Cost
Rate base

Fair Value
Rate Base

Line

M

$$ 15,924,856
5,911 ,305

15,924,856
5,911 ,305

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ $10,013,551 10,013,551Net Utility Plant in Service

Less:
Advances in Aid of Construction

Contributions in Aid of Construction 666,222 666,222

Accumulated Amortization of CIAC (330,027)(330,027)

122,036 122,036
Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Tax
Excess Accumulated Deferred Income Tax

Plus:
Unamortized Finance

Charges
Prepayments
Materials and Supplies
Allowance for Working Capital

Total Rate Base $ $9,555,320 9,555,320

SUPPORTING SCHEDULES:
B 2
B 3
B 5
E 1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53



Allian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
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Adjusted
at end

of
Test Year

Actual
at

End of
Test Year

Line
b e

Proforma
Adjustment

Gross Utility
Plant in Service $ 15,013,984 $ 15,924,856910,872

5,911 ,3057,808,587 (1 ,897,282)

Less :
Accumulated
Depreciation

Net Utility Plant
in Service $ $ 10,013,5517,205,397

Less :
Advances in Aid of

Construction

Contributions in Aid of
Construction Gross 153,201513,020 666,222

Accumulated Amortization of CIAC (196,674) (330,027)(133,353)

122,036 122,036
Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Tax
Excess Accumulated Deferred Income Tax

Plus :
Unamortized Finance

Charges
Prepayments
Materials and Supplies
Working capital

Total $ 9,555,320$ 6,767,014

RECAP SCHEDULES:
B 1

SUPPORTING SCHEDULES.
B-2, pages 2
E-1

1
2
3
4
5
6
7
8
g
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51



Alliant Gas, LLC - Payson Division
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
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l
Proforma Adjustments

_2 QActual
at

End of
Test Year

é
Intentionally

Left
Blank

Adjusted
at end

of
Test YearCIAC

PIant-in
Service

Line
M ;

Accumulated
Depreciation

Gross Utility
Plant in Service $ 15,924,856$ 15,013,984 910,872

5,911,3057,808,587 (1 ,897,282)

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $7,205,397 $ 910,872 $ 10,013551$$ 1,897,282 $

Less :
Advances in Aid of
Construction

513,020 153,201 666,222
Contributions in Aid of
Construction (CIAC)

Accumulated Amort of CIAC (196,674) (330,027)(133,353)

122,036122,036
Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Taxes
Excess Accumulated Deferred Income Tax

Plus:
Unamortized Finance
Charges

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

Total 35$ 9,555,3206,767,014 $ 1,897,282 $910,872 $ (19,848) $

SUPPORTING SCHEDULES:
B2, pages 3-5
B5
E-1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
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AIIian \ Gas , L L C - Payson Divis ion
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1

Plant-in-Service
Line

M
A EQ _E

Shared

Assets Ad.

Actual
Orginal

Cost

Adjusted
Original

Cost

PTV
Plar\l

Adjustments

Q
Retirements

Pipeline
Replacement

PYOOY3M

5
201 g

Pipeline
Reconciling Replacement

Amount to FA List & Related Enuinment

$ . s . $

PTY

Retirements

$$ s$

(8,684)
(142,636)

435,600 (199,746)

a,sa4
142,636

7,094,610
5,524,856
11066,029

87,362
79,054
7,887

(40,060)
(36,984)
(2,811 )

94119329,238

103,280
95,554

378,524

591,769 (0)
(191 ,aa5)

0
279.604

(3,198)
(6,326)

(72,439)
(23,755)

7,377,765
5,375,091
1 .071 ,105

279,604
100,083
89,225

631,015
625,514
375,450

201 ,500
57,500

375,450
8,042 (8,042)

Acct.

Describtion
360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Off ice Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

Reconciling Amount

TOTALS $268,496 $$ 15,924,8561,070,050 $15,013,984 $ (113,398) $ (79,856)(199,746) s(84,675) s

$ 15,013,984

910.872$

$ 910,872

PP RTI N HED LE

1
2
3
4

5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25 Plant-in-Sewice per Books
26
27 Increase (decrease) in Plant-in-Service
28
29 Adjustment to Plant-in-Service

80
31
32 B-2, pages 3.1 lo 3.6
33
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Alliant Gas, LLC - Payson Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 -A

Line

M

Reconcile Plant on GL to Fixed Asset Listing

Per
FA List

Per
Adjustment

(8,684)8,684
142,636

7,094,610
5,524,856
1 ,066,029

103,280
95,554

378,524
591 ,769

142,636
7,094,609
5,333,022
1 ,066,029

279,604
100,083

89,228
306,084
568,014

(0)
(191535)

0
279,504

(3,198)
(6,326)

(72,439)
(23,755)

Acct.
Description

360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Office Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous 8,042 (8,042)

TOTALS $ 14,979,310 $15,013,984 $ (34,675)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
Work papers



Exhibit
Schedule B2
Page 3.2
Witness: Bourassa

Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 B

2019 Pipeline Replacement and Related Equipment

Orginal
Cost

435,600

201,500
57,500

375,450

Acct.
M g Description

360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Office Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

TOTALS $ 1,070,050

Line

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
Work papers



Exhibit
Schedule B-2
Page 3.3
Witness: Bourassa

All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

PostTest Year Retirements
Retirement

Orginal

Cost

Handy-
Whitman

Based Factor

$

Current

Cost
$ _

0.45855435,600 (199,746)

Line

1
2
3
4

5
6
7
8
9

10
11

Acct.

Description
360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Off ice Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

TOTALS $$ 435,600 (199,746)

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
Work papers



Exhibit
Schedule B-2
Page 3 .4
Witness: Bourassa

All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - D

Line

M
1 Shared Assets Adjustment

Assets Reflected on Page Regulated Division and Shared with Another Division
Account Description Allocation Adjustment

362 Storage Tanks $ (142,636)
392 Transportation Equipment (50,931 )

Increase(decrease) in Plant (193,567)

80,169
80,169

Assets Reflected on Another Division but shared with Page Regulated Division
Account Description Allocation Adjustment

362 Storage Tanks $
392 Transportation Equipment

Increase(decrease) in Plant

2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony



Exhibit
Schedule B-2
Page 3.5
Witness: Bourassa

Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - E

PTY Plant

Orginal
Cost

87,362
79054

7 887

94,193

Acct.
Description

360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 office Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

TOTALS $ 268,496

Line

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27

REFERENCE
Testimony
Work papers



Exhibit
Schedule B-2
Page 3 .5
Witness: Bourassa

All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - F

Line

M

PTY Retirements

Orginal

Cost

(40,060)
(36,984)

(2,811)

Acct.

Description
360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 of f ice Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

TOTALS $ (79,856)

1
2
3
4

5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27

REFEREENCE
Testimony
Work papers



Exhibit
Schedule B~2
P ag e  4
Witness: Bourassa

Alliant Gas, LLC - Payson Divis ion
Test Year Ended December 31, 2018

Original Cos! Rate Base Proforma Adjustments
Adjustment Number 2

Accumulated Denreciation

Adustments
L ine

M
QQ E EA 5

Pipeline
Replacement

N D

Shared

Assets Ad.

Reconciling

Adjustment

Pipeline
Replacement
Retirements Adjusted

Acc um .

Dear.

Per Books
Acc um.

Dear.

PTY

M
s s $$

PTY

Retirements

s $

(41 ,792)
7,079 (199,746) 1,420

1,2a5
128

3,631 ,960
1,865,262

277,473

41 ,792
3863,268
1 ,400,962

380,155

(40,060)
(36984)
(2,s11 I

15,697(26,304)

s,2a7
30,240
97,673

365,090
aa.580
2,875

12,521

5,237
30,240

120,646
367,965
12,521

Acct

360
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

1 .624,169 (1,624,1e9) (0)

Descrintion
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Off ice Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous
Reconciling Amount

TOTALS 56,055 s7,808,587 s$ $ 5,911,305(199,746) $ (68,096) (79,856) $(1,624,169) s

$ 7,80B,5B7Accumulated Depreciation per Books

$ (1,897,2B2)Increase (decrease) in Accumulated Depreciation

$ (1,897,282)Adjustment to Accumulated Depreciation

PP RTIN HED LE
B»2, pages 4.1 to 4.6

1
2
3
4

5
6
7
8
9

10
11
12
1a
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31
32
as



Exhibit
Schedule B-2
Page 4. 1
Witness: Bourassa

Allian t Gas, LLC - Payson Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Line

M

Reconcile A/D on GL to Fixed Asset Listinq

A/D

Per GL Adjustment

A/D
Per FA Listinq

$

41 ,792
3,863,268
1 ,400,962

307,671
86,981
30,636
30,240
97,673

325,196

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Off ice Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

m _
360
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

TOTALS s 7,808,587 $ 6,184,418 $ (1 ,624,169)

1
2
3
4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFEREENCE
Testimony
Work papers



Exhibit
Schedule B2
Page 4.2
Witness: Bourassa

Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Pipeline Replacement and Related Equipment A/D

Orginal
CostCost Years

$ $

435,600 7,079

201 ,see
57,500

375,450

33.580
2,a75

12.521

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Depr.
Rate

0.00%
0.00%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
6.67%

20.00%
33.33%
10.00%
6.67%

10.00%

0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50

Acct.

u p
360
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

TOTALS $ 56055

Line

1
2
3
4

5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
B2 page 3.2



Exhibit
Schedule B-2
Page 4.3
Witness: Bourassa

All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Pipeline Replacement Retirements

Orginal

Cost

$

(199,746)

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Off ice Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

360
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

TOTALS $ (199,746)

Line

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
B2, page 3.3



Exhibit
Schedule B-2
Page 4 .4
Witness: Bourassa

All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - D

Line

M
1 Shared Assets A/D Adjustment

Assets Reflected on Payson Regulated Division and Shared with Another Division
Account Description Allocation Adjustment

362 Storage Tanks $ (41 ,792)
392 Transportation Equipment (39,666)

Increase(decrease) in Plant (81,458)

Assets Reflected on Another Division but shared with Payson Regulated Division
Account Description Allocation Adjustment

362 Storage Tanks $
392 Transportation Equipment 13,361

Increase(decrease) in Plant 13,361

2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony



Exhibit
Schedule B2
Page 4.5
Witness: Bourassa

Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - E

Line
M

PTY Plant A/D

Cost
Orginal

CostYears
$$

1 ,420
1 ,285

128

87,362
79,054

7,887

94,193 15,697

Depr.

Rate
0.00%
0.00%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
6.67%

20.00%
33.33%
10.00%

6.67%
10.00%

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Off ice Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50
0.50

Acct.

MJ .
360
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

TOTALS $ 18,530

1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
B2 page 3.2



Exhibit
Schedule B-2
Page 4.6
Witness: Bourassa

Alliant  Gas, LLC - Payson Division
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - F

PTY Retirements

A/D

(40060)
(36984)
(2.811 )

Acct.
Description

360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Office Furniture and Equipment

391 .1 Computers and Software
392 Transportation Equipment
394 Shop Equipment
396 Power Equipment
398 Miscellaneous

TOTALS $ (79856)

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27

REFERENCE
Testimony
Work papers



Exhibit
Schedule B2
Page 5.0
Witness: Bourassa

Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization

Line

M

Gross
CIAC

666,222Computed balance at end of TY

Book balance at end of TY 513,020 196,674

Accumulated
Amortization

$ 330,027

$

$ 133,353153,201

$

$

$Increase (decrease)

$$Adjustment to CIAC/AA CIAC
Label

153,201

3a

(133,353)
3b

SUPPORTING SCHEDULES
E 1
Work papers

1
2
3
4

5
6
7
8
g
10
1 1
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Computation of Working Capital

Exhibit
Schedule B-5
Page 1
Witness: Bourassa

Line

M

349,348$
Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

$ 349,348Total Working Capital Allowance

$Work ing  Cap ltal Reques ted

Ad Tes Year
7,046,639$

$

Total Operating Expense
Less:
Income Tax
Property Tax
Depreciation
Purchased Gas

724,853
40,925

3,486,079

2,794,782
349 348

$

$

Allowable Expenses
1/8 of allowable expenses

RECAP SCHEDULES:
B-1

SUPPORTING SCHEDULES:
E-1

1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31 , 2018

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

Test Year
Adjusted
Results

Test Year
Book

Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Line

M Adjustment
Revenues

$ 6,666,312 $ 6,382,633 $ 1,360,735 $ 7,743,368(283,680) $Gas Revenues
Unbilled Revenue
Other Misc. Revenues 47.361

6,713,673 $ $

61,051
7,804,4191,360,735 $

61 ,051
6,443,684s

13.690
(269,990) $

Operating  Expenses
$$ $$ 824,453

182,213
824,453
182,213

868966
190,478

(4 4 5 1 3 )  $
(8,265)

3,486,0793,486,079(206,478)
(9,064)

353

74,597
44,994
40,383
84,644

13,773 74,597
44,994
40,383
84,644
13773

3,692,557
9 0 6 4

74,597
44,994
40,383
84,291
13,773

3.001
996,638

3,001
996.638

3,001
996638

52,000 137,925
38,350
43,200
48,726

3,067
1 ,749

77,532
20,670
53,507

137,925
38,350
43,200
48,726

3,067
1 ,749

77,532
20.670
53.507

85,925
38,350
43,200
48,726

3,067
1 ,749

77,532
20,670
53,507

8,64225,932

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance - Worker's Comp.
Insurance - Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income

40,925
30,846

724,853
54,707
19,809

49,568
30,846

724,853
54,707
19,809

14,993
30,846

312,236
58,1 12
36,801

412,617
(3,405)

(16,992)

$
$

$
$

$
s

$
$

8,642
1,352,093

7,055,281
749,137

202184 $
(472,174) $

7,046,639
(602,956)

6844455
(130,781 )

$
$

$
$

$
$

(147,152)
(147,152)
601 ,9851,352,093

(156060)
(156.060) $
(628,234) $

8 9 0 8
8 9 0 8

(121 ,873)

(147,152)
(147,152) $
(750,108) $

Property Taxes
Income Tax

Total Operating  Expenses
Operating  Income
Other  Income (Expense)

Interest Income
Other Expense
Gains(losses) From Write Down of PPE
Interest Expense

Total Other  Income (Expense)
Net Profit (Loss)

RECAP SCHEDULES:
A 1

SUPPORTING SCHEDULES:
C1, page 2
E 2

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49
50



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018
Income Statement

Exhibit
Schedule C»1
Page 2.1
Witness: Bourassa

z1 5_3
intentionally

Lei!
BlankDepreciation

Properly
Tax

LABEL>>>>>
Test Year

Book
Re ul

Revenue
Ann l i z i n

_5
Revenue
Accrual
o rre  i  n

s$ 25,320e,s6e,a12 (309,000)
Revenues

Gas Revenues
Unbilled Revenue
Other Misc. Revenues 47,361

6,713,673 $ $$s s s
13,690
39,010 (309,000)

Operating Expenses
s 868,966

190,478

11,238 (217,715)

353

3,692,557
9,064

74,597
44,994
40,383
84,291
13,773

3,001
996,638

85,925
38,350
43,200
4B,726
a,0s1
I ,749

77,532
20,670
53,507

412,617

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
FreightCosts
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance . Worker's Comp.
Insurance _ Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation a Ammonization Expense

14,993
30.846

312,236
58,112
36,801 (16,992)

11 ,591
27,419

s
$

$
$

(16,992) $
16,992 $

$
$

$
$

(217,71 s)
(91 ,284)

412,617 $
(412,617) $

6,844,455
(130,781 )

27,419
$
$

$
s

$
$

$
$ 16,992

s
(412,617) $

Taxes Other Than Income
property Taxes
Income Tax

Total Operatlng Expenses
Operating Income
Other Income (Expense)

Interest Income
Other Expense
Gains(Iosses) From Write Down of PPE
Interest Expense

Total Other Income (Expense)
Net Profit (Loss)

8,908
8,908 $

(121,873) $ (91 ,284)

SUPPORTING SCHEDULESI
C-2
E-2

Line

1
2
3
4
5
G
7
B
9
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49



Alliant Gas, LLC - Payson Division
Test Year Ended December 31, 2018
Income Statement

Exhibi!
Schedule C-1
Page 22
Witness: Baurassa

§ z § 2 L0

Pipeline Labor
Allocation Ad

Proposed
Rate

Increase
Interest

Svncrhonization

Test Year
Adjusted
Re It

Adjusted
with Rate
Inc l aneillan

Bad Debt
Ex n

Remove
Freight

s 6,382,633 s 1,360,735 s 7,743,358
Revenues

Gas Revenues
Unbilled Revenue
Other Misc. Revenues

s
61 ,051

7,804,419$ $
61 .051

6,443,684s s 1,360,735 s$s
Operat ing Expenses

$$ 824,453
182,213

824,453
182,218

(44,513)
(8,265)

3,488,079 3,486,079
(9,064)

74,597
44,994
40,1383
84,644
13,778

74,597
44,994
40,383
84,644
13,773

a,0o1
996,638

3,001
996.638

52,000 137,925
38,350
43,200
48,726
3,067
1 ,749

77,532
20,570
53,507

137,925
38,350
43,200
48,726
a,os1
1 ,749

77,532
20,670
53,507

25,982 8,642

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance . Worker's Comp.
Insurance _ Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation a Amortization Expense

(3,405)

40,925
30,848

724,853
54,707

19,809 49,568
30,846

724,853
54,707
19,809

$
$

(9,064) $
9.064 s

$
$

$
$

(56,183) $
56,1B3 $

7,055,281
749,137

52,000 $
(52.000) $

7,046,639 $ 8,642
(60z956) s 1,352,093

25,932 $
(25,932) $

$
$

$
$

$
$56,183

$
$9,064

$
$

(147,152)
(147,152)
601 ,985

Taxes Other Than Income
property Taxes
Income Tax

Total Operatlng Expenses
Operat ing Income
Other  Income (Expense)

Interest Income
Other Expense
Gains(Iosses) From Write Down of PPE
Interest Expense

Total Other Income (Expense)
Net Profit (Loss)

s
(52,000) $

(156,060)
(155,060) $
(181,993) $

(147,152)
<147.152) s -
(750,108) s 1,352,093

RECAP SCHEDULES:
C-1, page 1

SUPPORTING SCHEDULESI
C-2
E-2

Line

1
2
3
4
5
G
7
B
9
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49



Alliant Gas, LLC .. Payson Div ision
Test Year Ended December 31, 2018

Adjustments to Revenues and Expenses

Exhibit
Schedule C-2
Page 1
Witness: Bourassa

Subtotall 2 §

Property
Taxes

Ad'ustments to Revenues and Expenses
Q é

Intentionally
Left

Blank
Remove
FreightDepreciation

Revenues

Revenue
Annualization

39,010

5
Revenue
Accrual

Correction
(309,000) (269,990)

412,617 180,43511,591 (217,716)Expenses (16,992) (9,064)

Operating
Income 9,06416,992 27,419 (450,425)(91 ,284)(412,617)

Interest
Expense

Other
Income /
Expense

Net Income 16,992 27,419 9,064 (450,425)(412,617) (91 ,284)

Subtotal
Adjustments to Revenues and ExDenses

3 m§Z

Labor
Allocation Ad..

Pipeline
Surveillance

Interest
Svncrhonization

Bad Debt
Exnense

Revenues (269,990)

202,18452,000 25,932(56,183)Expenses

Operating
Income 56,183 (25,932) (472,174)(52,000)

(156,0S0) (158,060)
Interest
Expense

Other
Income /
Expense

Net Income 56,183 (25,932) (828,234)(156,0S0)(52,000)

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

39
40
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Adjustments to Revenues and Expenses
Adjustment Number 1

Debreciation E)(Dense

Adjusted
Original

Cost
Original

Cost
Non-depreciable/
Full De reciated

De reciation
Exvense

(43,382)

(17,969)

(1,075)
(9,064)

(185257)

7,377,755
5,375,091
1,071 ,105

279,604
100,083
89,228

631,015
625,514
375,450

238,367
174,690

34,227
9,087
6,676

17,631
207,296
44,026
25,043

7,334,383
5,375,091
1 ,053,136

279,604
100,083
88,153

S21 ,952
440,257
375,450

ProDosed
Rates

0.00%
0.00%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
6.67%

20.00%
33.33%
10.00%

6.67%
10.00%

Acct.
Descri son

360 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Office Furniture and Equipment

391 .1 Computers and Software
392 Transporfatiori Equipment
394 Shop Equipment
396 Power Equipment!
398 Miscellaneous

Reconciling Announce

TOTALS $s 15,924,856 s 757,043(256747) $ 15,668,109

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Proposed
AmorL Rate

4.8317%Less: Amortization of Contnbuiions $

Gross CIAC

$ 666,222 (32,190)

$ 724,853Total Depreciation Expense

312,236Adjusted Test Year Depreciation Expense

412,617Increase (decrease) in Depreciation Expense

412,617$Adjustment to Revenues and/or Expenses

SUPPORTING SCHEDULE
B-2, page 3

27
28
29
30
31
32
33
34
35
36
37
38
39
40
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Alliant Gas, LLC - Payson Division
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 2

Property Taxes

$

$

4,954
1,743

13,111
19,809
36,801

2018 Property Taxes Account P000450
2018 Property Taxes Account P000446
2018 Property Taxes Account P000452
Total
Test Year Property Taxes

$Increase(decrease) Property Tax Expense (16,992)

$ (16,992)Adjustment to Revenue and/or Expense

Reference
Gila County Treasurer 2018 Property Taxes

Line

M
1
2
3
4
5
6
7
8
g
10

11
12
13
14
15
16
17
18
19
20
21
22
23
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All ian t Gas , LLC - Payson Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 3

INTENTIONALLY LEFT BLANK

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 4

Revenue Annualization Adjustments

Revenues
Revenue Annualization 25320$

8,881
1.2654
11238

$
$

Increase(decrease) in Gas Sales (therms)
Average Purchased Gas Adjuster Charge
Increase(decrease) in Purchased Gas

706
0.50
353

$
$

Increase(decrease) in Annual Billings
Postage per billling
Increase(decrease) in Office Supplies and Expense

$ 13,690Annualization of Misc Revenues from Increases in Misc Charges

$ 27419Adjustment to Revenue and/or Expense

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25

SUPPORTING SCHEDULES
H-1
Work Papers
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 5

Revenue Accrual Correction

Correct PGA Revenue and PGA Expense Accrual

Gas Revenues $

$

$

Purchased Gas Expense

Increase (decrease) in Revenues and Expenses

(309,000)

(217,716)

(91 ,284)

$Adjustment to Revenue and/or Expense (91 ,284)

SUPPORTING SCHEDULES
Testimony
Work papers

Line

1
2
3
4
5
6
7
8
g

10

11
12
13
14
15
16
17
18
19
20
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 6

Remove Freiqht Costs

Remove Freiqht Costs

$Freight Costs (9,064)

$Increase (decrease) in Revenues and Expenses (9,064)

$Adjustment to Revenue and/or Expense (9,064)

SUPPORTING SCHEDULES
Testimony
Work papers

Line

1
2
3
4
5
6
7
8
9

10

11
12
13
14
15
16
17
18
19
20
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 7

Pipeline Surveillance

$ 52,000Estimated Annual Cost of Pipeline Surveillance

52,000$Increase(decrease) in Contractual Services - Other

$ 52,000Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Testimony
Work papers

Line

1
2
3
4
5
6
7
8

g
10
11
12
13
14
15
16
17
18
19
20
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Alliant  Gas, LLC - Payson Division
Test Year Ended December 31 2018

Adjustment to Revenues and Expenses
Adjustment Number 8

Labor Allocation Adustment

$ 103,518
0.57

$

$

59005
103518
(44513)

Financial Specialist
Compensation
Payson Allocation Factor
Allocated Wages and Salaries
Test Year Wages and Salaries
Increase(decrease) in Wages and Salaries

$ 7919
0.57

$

$

4514
7919

(3405)

Payroll Taxes @7.65%
Payson Allocation Factor
Allocated Payroll Taxes
Test Year Payroll Taxes
Increase(decrease) in Taxes Other Than Income

$ 19,221
0.57

$

$

10,956
19221
(8265)

Benefits
Payson Allocation Factor
Allocated Payroll Taxes
Test Year Payroll Taxes
Increase(decrease) in Taxes Other Than Income

$ (56183)Increase(decrease) in Payroll Expenses

$Adjustment to Revenue and/or Expense (56183)

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

SUPPORTING SCHEDULES
Testimony
Work papers
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 9

Bad Debt Expense

$

$

6,443684
0.63512%

40,925

Test Year Revenues adjusted for Revenue Annualization
3year average Bad Debt Expense Rate
Projected Bad Debt Expense

$ 14,993Test Year Bad Debt Expense

$ 25,932Increase (decrease) in Bad Debt Expenses

$ 25932Adjustment to Revenue and/or Expense

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Testimony
Work papers
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Alliant Gas, LLC - Payson Div is ion
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 10

Interest Svnchronization

Line

M

$

147,152

9,555,320
1.54%

$

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense

$ (8,908)Test Year Interest Expense

156,060Increase (decrease) in Interest Expense

$ (156,060)Adjustment to Revenue and/or Expense

Weiqhted Cost of Debt Computation

Cost

3.85%

10.50%

Weighted

Cost

1 .54%

6.30%

7.84%

Percent

40.00%

60.00%

100.00%

Debt

Equity

Total

1
2
3
4
5
6
7
8
9
10
11
12
13
14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



Allian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Computation of Gross Revenue Conversion Factor

Exhibit
Schedule C3
Page 1
Witness: Bourassa

Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
0.00000%

Uncollectible Factor 0.63512%

0.00000%Property Taxes

0.635%Total Percentage

9e.365%Operating Income % = 100% - Tax Percentage

- Gross Revenue Conversion Factor
1 .006392

1
Operating Income %

RECAP SCHEDULES:
A 1

SUPPORTING SCHEDULES:
C3. page 2

Line

1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42



Alliant Gas, LLC - Payson Division
Test Vear Ended December 31, 201s

Exhibit
Schedule C-3
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Witness: Bourassa

GROSS REVENUE CONVERSION FACTOR

(C) (D)(B)(A) [E] [F]
Description

Line
NL;

1
2
3
4
5
6

100.0000%
063512%
99.3649%

0.0000v,
99.3649%
1.008392

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollecible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Properly Tax Rate (Line 23)
Subtotal (La - L4)
Revenue Conversion Factor (L1 / L5)

100.0000%
0.0000%

100.0000%
0.63512%

7
8
9
10
11 06351 %

Caleulatian of Uncollectible Factor:
Unity
Combined Federal and Stale Tax Rate (L17)
One Minus Combined Income Tax Rate (L7 » L8 )
Uncollectible Rate
Uncollectible Factor (L9 ' L10 )

100.0000%
0.0000%

100.0000%
0.0000°/>
0.0000%

0.0000%

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (L55 Col F)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

100.0000%
0.0000%

100.0000%
0.()000%

0.0000°/°
0.0000%

1B
19
20
21
22
23

Calculation of Effective Pranenv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Hate (L18-L19)
Property Tax Factor
Effective Property Tax Factor (L20*L21)
Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

$
$

749,137
(602,856)

24
25
26 $ 1 ,352.093

Required Operating Income
AdjustedTest Year Operating Income (Loss)
Required Increase in Operating Income (L24 - L25)

$
$

27
28
29 $

Income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28)

$ 7,804,41 g
0.6351%
49,568
40.925

s
$

30
31
32
33
34 8,s42$

Recommended Revenue Requirement
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year UncoIIec\ible Expense
Required Increase in Revenue to Provide for Uncollectible Exp.

19,809
19,809

$
$

35
36
37 s

Property Tax with Recommended Revenue
Property Tax on Test Year Revenue
Increase in Property Tax Due to Increase in Revenue (L35-L36)

1360.735$38 Total Required Increase in Revenue (L26 + L29 + L37)

FA EB C (D)

_ _
F I

$ $$$

s s $$

Gas
7,8044111 g
7,055,281

147,152
601,985
0.0000%

Gas
6,443,684
7,046.639

147,152
(750,1 OB)
0.0000%

Total
7,804,419
7,055,281

147,152
601 ,985
000D0%

$
$

s
s

$
$

$
$

$
$ G01 ,985

D.0000%
(750,108)
D.000D%

Total
6,443,684
1046.639

147,152
(750,108)
0.0000%

- s
(750,108) s
0.0D00%

601 ,985
0.0000%

Calculation of Income Tax:
Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L39 - L40 - L41 I
Arizona State Effective Income Tax Rate (see work papers)
Arizona Income Tax (L42 x L43)
FederaI Taxable Income (L42- L44)
Federal Income Tax Rate
Federal Income Tax Rate $$ $ $s

$$ $ s$$

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

Total Federal Income Tax
Combined Federal and State Income Tax (Las + L42) H H

0 0 0 0 0 %COMBINED Applicable Federal Income Tax Rate [Col. [D], L53 - Col. [A], L53 / [Col. [D], L45 - Col. [A], L45]55
56
57 0.0000%Gas Applicable Federal Income Tax Rate [COL [FJ, L53 - Col. [C], L53] / [COL IF, L45 - Col. [C], L45]

58
59
60

Gas
$ 9,555,320

1540()%
147,152$

Ealculatian of Interest Svnchranizatian:
Rate Base
Weighted Average Cost of Debt
Synchronized Interest (L59 x L60)



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Comparative Balance Sheets
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Line
No Year

Ended
12/31/2016

Year
Ended

12/31 /2017

Test
Vear

Ended
12/31 /2018

$ 13,7890042$ 15,013,984 $ 14,258,475

197,709 96,875683,956

ASSETS
Plant In Service
Non-Utility Plant
Construction Work in Progress
Property Held for Future Use
Accumulated Depredation
Net Plant $$$

7,508,197
7,434,235

7,220,580
6,665,337

7,808,587
7,403,106

$$$

61 ,610
637,273

137,428
667,705

498,524
995,193

(701288)107,999
328

316,050
(255)

71 ,429
8 42,083

61,433
(1)

CURRENT ASSETS
Cash and Equivalents
Restrf coed Cash
Accounts Receivable, Net
Unbilled Revenues
Miscellaenous Receivables
Recoverable Gas Costs
Receivable from Assoc. Co.
Notes Receivable
Materials and Supplies
Prepayments
Other Current Assets

Toiai Current Assets 39.678$$ 1 ,a70,944 984,896$

$$ $
OTHER ASSETS
Trademarks, net of Anion.
Goodwill, net of Amort.
Cther Deferred Debits
Other Non-Current Assets
Other Assets

2,234
2,234

$
$

$
$

$
$

TOTAL ASSETS 9,274,049$ $ 6,707,250$ 8,419.130

LIABILITIES AND STOCKHOLDERS' EOUITV

8,639,632$ $ 6,147,725$ 7,B82,953Sinckholder's Equity

$ $ $Long-Term Debi

$3,a62$ $

128,103122,036 131,889

123,821 2,503 (754)

CURRENT LIABILITIES
Accounts Payable
Recoverable Gas Costs Payable
Current Portion of Long-Term Debt
Payables to Associated Companies
Security Deposits
Customer Meter Deposits, Current
Current Portion of AIAC
Accrued Taxes
Accrued Interest
Other Current Liabilities
Total Current Liabilities $$

68,352
318,071

88,738
199,874$

67,473
198,179

$ $ $

513,020
(175,022)

513,020
(153,370)

513,020
(196,674)

DEFERR ED CREDITS
Customer Meter Deposits, less current
Advances in Aid of Construction
Advances in Progress
Accumulated Deferred Income Taxes
Contributions in Aid of Construction
Accumulated Amortization
Contributions in Progress
Total Deferred Credits 316,346 337,998 $ 359,651$$

$ 9,274,050 $ 8,419,130 $ 6,707,250Total L>abilities & Common Equity

1
2
3
4
5
s
7
8
g
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30

31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
e t
62

63
64
65
66
67

RECAP SCHEDULES:
A-3

SUPPORTING SCHEDULES:
Work papers



Allian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Comparative Income Statements

Exhibit
Schedule E2
Page 1
Witness: Bourassa

Prior

Year
Ended

12/31 /2016

Test

Year
Ended

12/31 /2018

Prior

Year
Ended

12/31 /2017
Line

M
Revenues

Gas Revenues $ 6,666,312 $ 5,147,857 as 4,915,714

Other Misc. Revenues 43,472
4,959,186

47,361
6,713,673

44,106
5,191,963Total Revenues

Operating  Expenses
$

$

$

$

$

$ 785,187
168,346

822,137
232,730

868,966
190,478

2,116,2572,391 ,495
(10,978)
63,327
49,401
28,168
95,154
13,018

52,042
81,255
38,953

111,391
12,142

3,692,557
9,064

74,597
44,994
40,383
84,291
13,773

3,001

996,638

100,000

583,395

1 ,470

1 ,384,244

85,925
38,350
43,200
48,726

3,067
1 ,749

77,532
20,670
53,507

70,837
14,240
43,200
40,316
27,376

4,842
46,642
30,069
68,134

40,979
22,122
43,200
36,198
34,131

5,039
22,855

6,469
50,342

10,522
43,724

265,964
71,700
50,224

14,993
30,846

312,236
58,1 12
36,801

29,378
45,512

240,223
58,664

(51 ,844)

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services Accounting
Contractual Services Legal

Contractual Services Management'
Contractual Services - Testing
Contractual Services Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals 8t Entertainment
Insurance - Worker's Comp.
Insurance - Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

$
$

$
$

$
$

4,642,237
316,948

6,844,455
(130,781)

5,857,956
(665,993)

$
$

(4,189)
(7,407)

(1 1 ,596)
305,352

(3,802)
(3,802) $

(669,795) $

Total Operating Expenses
Operating  Income
Other  Income (Expense)

Interest Income
Other Expense
Gains(Iosses) From Write Down of PPE
Interest Expense

Total Other  Income (Expense)
Net Pro fi t  (Loss )

8,908
8,908 $

(121,873) $

SUPPORTING SCHEDULES:
Work papers

1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49
50
51



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Comparative Statements of Cash Flows
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Prior
Year

Ended
12/31 /2016

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2017

$ 305,352(121,873) $ (669,795) $

265,964 240,223
(84,334)

312,236
(33,498)

(361 ,096)
(327,488)
(208,051 )

330,163
451 ,880

(224,981)

(75,818)
(30,432)

(809,287)

46,9609,996
9

(71 ,429)
42,075

(328)

(3,786)
3,357

969

583
3.862

(6,067)
121,218

879
1

609,289 $ 1,348,510 $$

(42,083)
1 ,695

(68,321 )
(5,821 )

1
950,733

(1 ,056,513)(269,262) (263,108)

$ (269,262) $(1,056,513) s (263,108)

$

878,552
878,552

1
(0)
0$

2,405,023
$ 2,405,023 $

(0)
(0)

$ (0)  $

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and Amortization
Depreciation & Amortization Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Recoverable Gas Costs
Restricted Cash
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Receivables/Payables to Associated Co.
Accounts Payable
Customer Meter and Security Deposits
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in Special Funds

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Repayments of Long-Term Debt
Distributions
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

687,625
687,625

(0)

(0)

RECAP SCHEDULES:
A 5

SUPPORTING SCHEDULES:
Work papers

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Statement of Changes in Stockholder's Equity

Exhibit
Schedule E-4
Page 1
Witness: Bourassa

Stockholder's
E uit

$ 6,529,998
305,352

(687,625)

Balance, December 31, 2015
Net Income
Paidin-Capital (Distributions)
Rounding

$ 6,147,725
(669,795)

2,405,023

Balance, December 81, 2016
Net Income
PaidinCapital (Distributions)

$ 7,882,953
(121 .873>
878,552

(1)

Balance, December 31, 2017
Net Income
Paidin-Capital (Distributions)
Rounding

$ 8,639,631Balance, December 31, 2018

SUPPORTING SCHEDULES:

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Detail of Plant in Service
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Plant
Balance

at
12/31 /2017

$

Plant
Balance

at
12/31/2018

$

Plant
Additions,
Reclass

ications or
or

Retirements
$

8,684
142,636

6,880,490
5,273,426
1 ,037,944

8,684
142,636

7,094,610
5,524,856
1 ,066,029

214,119
251 ,430
28,085

103,280
95,554

183,353
525,065

103,280
95,554

378,524
591 ,769

195,171
66,704

Plant Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.
M
340
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 8,042 8,042

Rounding
TOTAL PLANT $ 14,258,475 s 755,509 $15,013,984

RE AP HED LE :SUPPORTING SCHEDULES
Work Papers A-4

E-1

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

20
21
22
23
24



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 2018

Operating Statistics
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Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2017

Prior
Year

Ended
12/31 /2016

Line
M

GAS STATISTICS:

Therms Sold 36,26938,051 35,009

5,147,857 $Gas Revenues from Customers: 6,666,312 $$ 4,915,714

1,1361,135Year End Number of Customers 1,129

34
Annual Therms

Sold Per Year End Customer 3231

4,531.56 $5,873.40 $$Annual Revenue per Year End Customer 4,354.04

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Taxes Charged to Operations
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Prior
Year

Ended
12/31 /2017

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2016

Description

$$$
58,112
4,490

312,236

58,664
3,936

240,223

71 ,700
4,518

265,964

State Income Taxes
Federal Income Taxes
Payroll Taxes
Property Taxes

Totals S 374,838 $ 342,181 $ 302,823

Line

1
2
3
4
5
6
7
8

9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Notes To Financial Statements

Exhibit
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Witness: Bourassa

Line

M

The Company does not conduct independent audits reviews and/or compilations. Accordingly there are no
notes which are typically associated with these financial statements. Management makes the following
notations to the finanical statements contained herein:

Slgnlflcant Accountlng Pollcles The Company prepares its financial statements in accordance with
accounting principles generally accepted in the United States of America. Significant accounting policies
are as follows:

Uttlity Plant Property, plant and equipment is stated at cost less accumulated depreciation provided on a
straight-line basis.

Depreciation rates for asset classes of utility property, plant and equipment are established by the
Commission. The cost of additions, including betterments and replacements of units of utility fixed assets are
charged to utility property, plant and equipment. When units of utility property are replaced, renewed or
retired, their cost plus removal or disposal costs, less salvage proceeds, is charged to accumulated
depreciation.

Revenue Recognition Revenues are recognized on the accrual method. Under this method, revenue is
recognized when earned rather than when collected, and expenses are recognized when incurred rather than
when paid.

Contrlbutlons In Ald of Construction - Contributions in aid of construction (CIAC) are nonrefundable contributions
by developers and customers for plant expansion. In addition, this amount includes the remaining balance, if any,
of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are
being amortized at a rate equal to the rate allowed for depreciation, as a reduction of depreciation expense

Utlllty Customer Accounts Receivable Regulated utility customer accounts receivable represent amounts
billed customers on a cycle basis.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Projected Income Statements - Present & Proposed Rates
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Test Year
Actual
Results

At Present
Rates
Year

Ended
12/31 /2019

At Proposed
Rates
Year

Ended
12/31 /2019

Li ne

MCL
Revenues

Gas Revenues $ 6,666,312 $ 6,382,633 $ 7,743,368

Other Misc. Revenues 47,361
6,713,673

61,051
6,443,684

61,051
7,804,419

Operating Expenses
$

$

$

$

$

$868,966190,478 824,453
182,213

824,453
182,213

3,486,0793,486,079

74,597
44,994
40,383
84,644
13,773

3,692,557
9,064

74,597
44,994
40,383
84,291
13,773

74,597
44,994
40,383
84,644
13,773

3,001
996,638

3,001
996.638

3,001
996,638

137,925
38,350
43,200
48,726
3,067
1 ,749

77,532
20,670
53,507

137,925
38,350
43,200
48,726

3,067
1 ,749

77,532
20,670
53,507

85,925
38,350
43,200
48,726
3,067
1 ,749

77,532
20,670
53,507

49,568
30,846

724,853
54,707
19,809

14,993
30,846

312,236
58,112
36,801

40,925
30,846

724853
54,707
19,809

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services Accounting
Contractual Services - Legal
Contractual Services Management
Contractual Services - Testing
Contractual Services Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance - Worker's Comp.
Insurance . Auto
Insurance Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation 8¢ Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

$
$

7,055,281
749,137

6,844,455 $
(130,781) $

7,046,639 $
(602,956) $

Total Operating Expenses
Operating Income
Other Income (Expense)

8908
(160,233)
(147,152)

Interest Income
Other Expense
Gains(losses) From Write Down of PPE
Interest Expense

(160,233)
(147,152)

$
$

(307,385)
441,753

8,908 $
(121,873) $

(307,385) $
(910,340) $

Total Other Income (Expense)
Net Profit (Loss)

SUPPORTING SCHEDULES:
C 1

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

48
49
50
51
52
53
54
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Projected Statements of Changes in Financial Position
Present and Proposed Rates

Line

M At Present
Rates
Year

Ended
12/31 /2019

Actual
Test Year

Ended
12/31 /2018

At Proposed
Rates
Year

Ended
12/31/2019

$ 601,985(121,878) $ (750,108) $

724,853
(1 ,757,523)

724,853
(1 ,757,523)

312,236
(33,498)

(361 ,096)
(327,488)
(208,051 )

9,996
9

$

1
(1,782,777) $

1
(430,686)

583
3,862

(6,067)
121 ,218

879
1

(609,289) $

(269,262) (910,872)(910,872)

$ (269,262) $ (910,872)(910,872) $

153,202153,202

4,161,887 4,702,724

$$

878,552
878,552

1
(0>

0

(2,187,530)
2,668,396
1 ,326,838

0
1 ,326,838$ $

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and Amortization
Depreciation and Amortization Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Recoverable Gas Costs
Restricted Cash
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Receivables/Payables to Associated Co.
Accounts Payable
Customer Meter and Security Deposits
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Change in net amounts due to parent and affiliates
Net Receipt contributions in aid of construction
Net receipts of advances in aid of construction
Net Receipt/Repayments of LongTerm Debt
Dividends Paid
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

(1 ,646,695)
2,668,394 $

(25,255)
0

(25,255) $

SUPPORTING SCHEDULES:
E 3

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

44
45
46
47
48
49
50
51
52



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018
Projected Construction Requirements
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Line
No.

202120202019Test Year
$

893,420 920,223435,600214,119
251 ,430

28,085

195,171
66,704

201,500
57,500

375,450

Plant Asset:
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Account
Number

372
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

Total $ 755,509 $ 1,070,050 $ 893,420 $ 920,223

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

38
39
40



Allian t Gas , LLC - Payson Div is ion
Test Year Ended December 31, 2018

Assumptions Used in Rate Filing
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Line

M
Projected construction expenditures are shown on Schedule A4.

Expense adjustments are shown on Schedule C2, and are explained in the testimony.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Schedule G1
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ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Cos! of Service Summary

Test Year Ended December 31 2018
A( Present Rates

Residential
LINE
NO. DESCRIPTION n c

Total
Co an o m  e r i l S c h I

Jurisdictional
tal

ss 15.924.ase
._§.§1.L§9.'é

s 12.934104
42

s 15.924556
_im§g§

s  1.243754
4 84

s 1.486.495
53 2

260.502
110630
149872 832672

1
2
3

4
5
s
7

a s

0
(38104)
794568

745326 s
s

0 s
(34107) s

711219 S

s 10013551 s 10013551 s  8285681 s
s s . s

0  s 0  s 0  s
(458230) S (458230) s (379161) s

9.555.320 s 9.555.320 s 7906520 s

s
s

0  s
(6858) s

143013 s

RATE BASE tai
Gross Plant in Service
Accumulated Depreciation

Net Plant
Construction Work in Progress
Working Capital Assets & Misc. Other
Contributions & Advances in Aid of Construction

TOTAL RATE BASE IA]

ss
g
10
11
12 s S

6382632
et  051

6.443683

OPERATING REVENUES (c)
Present Rate Schedules(b)
Other Revenues
TOTAL OPERATING REVENUES (ii)

500023 s
4783

504806 s
783%

147322 s 1005519
g 618 1 409

156940 s 1006928
2.44% 15.63%

s 6382632 s
61 051

s 8.4436B3 s
100.00%

4729769
45 241

4775.010
74.10%

sss Ss s

ss s ss s

99553
15050

193a
21138

137.679
11979

296

3560676
947842
292513

1 .500.947

6.301 .977
724853
19809

705123
85167

3.017
113026

906.333
68465

1647

287054
72887
14481
97.370

471 .793
56719

1.474

3560.67G
947842
292513

1.500.947

6.301 .977
724.853
19809

2468946
774737
273076

1269.413

4.786.172
587690
16.391

s

13
14
15
16
17
18

19
20
21
22

23

OPERATING EXPENSES ll
Operations and Maintenance

Cost of Sales
Gas Distribution Operating Expenses
Customer Accounts and Sales Expense
Administrative and General

Total Operating and Maintenance Expense
Depreciation and Amortization
Taxes Other Than Income
Income Taxes

TOTAL EXPENSES 7046639 s 7.046.639 s 5.390.253 s 529.986 s 149955 s 978445

24 s 304826.985 s(25180) s

3.54%

(602956) s

5.31%25 4.88%

OPERATING income [A]

EARNED RATE OF RETURN ON RATE BASE 3.84%

(602956) S (615243) $

5.31% 7.78%

ART

s
s

s
s

s
s

s
s

s
s

s
s

s
s

s
s

s
s

s
s

s
s

s sss

7.84%
749137

1.352.093
1.0064

1.360136
7.743.368

21 .12%
7.804419

7.84%
619.871

1235.114
1 .0064

1.243.009
5.972.778

26.03%
6.018.019

17.11°/g

7.84%
749137

1.352.093
1.0064

1.360136
7.743.368

21 .12%
7.804.419

100.00%

26
27
28
29
30
31
32
33
34
35

7.84%
55.760
80.940
1.0054
81 457

581 480
15.14°/A1

586.263 s
7.51 %

7.84% 7.84%
11212 s 62.294

4227 s 31812
1.0064 1.0064
4254 32015

151576 1037534
2.71% 3.18%

161194 s 1038943
2.07% 13.31%

COST OF s VICE RE U Y
REQUIRED RATE OF RETURN GIVEN EQUAL RATES OF RETURN
REQUIRED OPERATING INCOME (L8L27)
OPERATING INCOME DEFiCiENCY/(SURPLUS) (L28L24)
REVENUE CONVERSION FACTOR(d)[A]
REVENUE DEFICIENCY/(SURPLUS) (L29L30)
RATE SCHEDULE REVENUE REQUIREMENT (L10+L31)
INDICATED % INCREASE ON PRESENT RATE SCHEDULE (L31lL10)
TOTAL REVENUE REQUIREMENT (L12 * L31)
% of Total Revenues

UIR MENTPR POSED RA CH UL R VENUE
s s

ss ss
s

s
s

35
37
38
39
40
41
42

49.015
33.27%

196.338
205956
31 .23%
4.07%

7.595
0.76%

1 .013113
1014523

0.75%
10.45°/o

1.191 .353
25. 19%

5.921 122
5.966.363

24.95%
7.25%

1.360.736
21.32°/o

7743368
7.804.419

21.12%
7.84%

1360735
21.32%

7743367
7.804.418

21.12%
7.84%

REVENUE DEFICIENCY I (SURPLUS)
% INCREASE (L36IL10)
COST OF SERV. RATE SCHEDULE (L10 + L36)
COST OF SERV. REV REQUIREMENT (L11 * L38)
% INCREASE IN TOTAL REVENUES (L36/L12)
EARNED RATE OF RETURN ON RATE BASE AT PROPOSED RATES a

112771
22.55%

812794 s
817.577

22.34%
1222%

u Rin dul Recap Scahdules
IA] A1(a) G3

(b) H1
(C) G4a
(d) C5
(en G2



Schedule G2
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ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Cost of Service Summary

Test Year Ended December 31 2018
A( Proposed Rates

DESCRIPTION
LINE
NO. Residential

Jurisdictional
tal n c

Total
Co an Sch Io m  e r i l

ss 15.924.ase s 15924856 s 12.934104 s 1.243754
0 0 42 4 84

s 1.486.495
53 2

s745326 s

260.502
110630
149872s 10013551 s 10013551 s 8285681 s 832672

1
2
3

4
5
s
7

a s

0
(38104)
794568

0
(34107) s

711219 S

0
(6858) s

143013 s

0 0 0
(458230) s (458230) s (379161) s

9.555.320 s 9.555.320 s 7906520 s

RATE BASE tai
Gross Plant in Service
Accumulated Depreciation

Net Plant
Construction Work in Progress
Working Capital Assets & Misc. Other
Contributions & Advances in Aid of Construction

TOTAL RATE BASE IA]

ss ss s s

sss Ss s

154917
914

155831

5921 .122
50 516

5.971 .639

612.794
4 544

617338

7743367
61 051

7804.418

1054535
5 077

1059611

7743367
61 051

7804.418

g
10
11
12
13

OPERATING REVENUES (c)
Proposed Rake Schedules(b)
Other Revenues
TOTAL OPERATING REVENUES [A]
% Of Total Revenues

13.58%7652% 200%791%100.00%

ss ss Ss

s s ss ss

99553
15050
1995

21138

137.736
11979

296

3560.67G
947842
301155

1.500.947

6.310.620
724853

19809

3.560.676
947842
301 155

1.500.947

6.310.620
724.853
19809

705123
85.167
3.106

113.026

906.422
68.465

1647

287054
72887
14909
97.370

472.221
56.719
1.474

2468946
774737
281144

1269.413

4.794.240
587.690
16391

14
15
16
17
18
19

20
21
22
23

24 s 530.414 s 976.5347055281 s 150.012 s7055281 s 5398321 s

OPERATING EXPENSES lg]
Operations and Maintenance

Cost of Sales
Gas Distribution Operating Expenses
Customer Accounts and Sales Expense
Administrative and General

Total Operating and Maintenance Expense
Depreciation and Amortization
Taxes Other Than Income
Income Taxes

TOTAL EXPENSES tA1

s25 OPERATInG INCOME 573.317 ss 86.924 s 5.819 s 83077749137149.137 s

7.84% 7.25% 12.22% 10.46%4.07%7.84%26 EARNED RATE OF RETURN ON RATE BASE (L24lL8)

0.925 1.559 0.519 1.33427 Relative Ratio of Return Proposed Rates

u Rin dul Recap Scehdules
[A] A1
IB] G1

(a) G3
(b) H1
(C) G4b
(d) C5
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ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Desc ri  son
Jurisdictional

Total a Residential Commercial
Allocation
Factor b

Line
No.

Total
Compare a

RATE BASE
GROSS PLANT IN SERVICE

ss s$ $$ CBC
CMD
CB
CM
CS

1
2
3
4
5
6 $ s$sss

Storage Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Storage Plant

s s$$$ 98371
77.923

2439631
2943364

3518398
3859367

283646
439001

3518398
3859367

Gas Distribution Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Gas Distribution Plant

7
8
9

10
11
12 s$ s

72677
289213

1 084536$

1234037
4910800

$ 11527832

1350709
5375091

14103566

s 696750 CBC
399080 CMD

CB
34427 CM

137002 CS
$ 1267260

9568
38.076

223937

1350709
5375091

14103566

ss $$$ $ 98371
77923

283646
439001

2439631
2943364

3518398
3859367

696750
399080

3518398
3859367

13
14
15
16
17
18 s $s $$

34427
137002

1267260

72677
289213

1 084536

1234037
4910800

$ 11527832

1350709
5375091

14103566

9568
38076

223937

1 850709
5375091

14103566

s s$ $$ $19
20
21
22
23
24 s5 $s$

19.074
14566

483
490

t 9 5 1
36565

682206
721416

72950
89228

275490
1821 290

473037
550191

68102
63248

251 693
1406272$

682206
721416

72950
69228

275490
1 821290

135098 CBC
74598 CMD

752 CB
1765 CM
7022 CS

219235

54998
82061

3611
3725

14823
159218

s5 $$ s$

Gross Plant In Service before Intangible and General Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Gross Plant In Service

General Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total General Plant

Gross Plant In Service
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

25
26
27
28
29

831 848
473678

752
36192

144024

4200605
4580783

72950
1419937
5550581

117.445
92489

483
10058
40027

4200605
4580783

72950
1 419937
5650581

2912668
3493555

68102
1297285
5162493

338644
521061

3611
76401

304036

30 $ 15924856 s 15924856 s 12934104 s 1243754 s 260502 s 1486495Total Gross Plant In Service (a)(c)



Schedule G3
Page 2 of 3

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Commercial
Allocation
Factor bResidential

Jurisdictional
Total a Contraet

Total
Compare aDescription

ACCUMULATED DEPRECIATION AND AMORTIZATIOl\

Line
No.
31

s s $sss CBC
CMD
CB
CM
CS

32
33
34
35
36
37 s ss$$ $

Storaqe Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Source of Supply Plant

$$ $ $s $1200993
1448972

139635
218113

1732053
1 8999D7

1732053
1899907

48426
38360

38
39
40
41
42
43

Gas Distribution Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Gas Distribution Plant s

2674
9671

99132 $S

377473
1.365.262
5374695 $ s

342999 CBC
196461 CMD

. CB
9621 CM

34798 CS
583880

20310
73480

449518 $

344868
1247333
4242166

377473
1 365262
5374695

s s $$ ss
General Plant

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total General Plant

44
45
46
47
48
49 s s s$

220439
236681
13884
13175
52431

536610

152851
180.506
12961
12037
47902

406257

6163
4779

92
93

371
11499$

43654 CBC
24474 CMD

143 CB
336 CM

1336 CS
6994s

17771
26922

687
709

2821
48911

220439
236681
13884
13175
52431

536610

s $ ss$ $ CBC
CMD
CB
CM
CS

50
51
52
53
54
55

Advances in Aid of Construction
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Advances in Aid of Construction s$ $$ $s

ss ss $s56
57
58
59
60
61 sss $

54590
43139

92
2787

10043
110630$

386653
220935

143
9957

36135
653823s

1353843
1629479

12961
356905

1295235
4648423

157406
243036

687
21 019
78281

498429

1 952492
2136588

13884
390649

1417693
5911305

1952492
2136588

13884
390649

1417693
5911305

Accumulated Depreciation/Amonization
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Accumulated Depreciation/Amortization (a)(c)



Schedule G3
Page 3 of 3

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Contraet
Line
No.

Allocation
Factor bCommercialDescri son

Jurisdictional
Total a Residential

Total
Compare a

ss s$$ $62
63
64
65
66
67 sss s s

2248113
2444195

59066
1029289
4232888

10013551

2248113
2444195

59.066
1 029289
4232888

10013551

181238
278026

2924
55382

227756
745326

445195
252743

609
26235

107890
832672

1558825
1B64077

55141
940.380

3867258
8285681s

62855
49350

391
7291

29985
149872

Net Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Net Utility Plant in Service (a)

s sss $s CBC
CMD
CB
CM
CS

68
69
70
71
72
73 s s $$ $ $

Construction Work in Progress
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Construction Work in Progress (a)

ss ss$ $ 0 CBC
0 CMD
0 CB
0 CM
0 CS
0

0
0
0
0
0
0

0
o
0
0
0
0

0
0
0
0
0
0

0
0
0
0
0
0

0
0
0
0
0
0

74
75
76
77
78
79 $s $$ $ $

Working Capital Assets
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Working Capital Assets (a)

s80
81
82
83
84
85 s

(20373) CBC
(11566) CMD

(28) CB
(1201) CM
(4937) CS

(38104)

(102876) s
(111849)

(2703)
(47101)

(193701)
(458230) s

(102876) $
(111849)

(2703)
(47101 )

(193701)
(458230) $

(2876) s
(2258)

(18)
(334)

(1372)
(6858) $

Contributions & Advances in Aid of Construction. ADIT. EADIT. OTHER
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Contributions & Advances in Aid of Construction (a)

(71333) $
(85302)
(2523)

(43033)
(176970)
(379161) s

(8294) s
(12723)

(1:34)
(2534)

(10422)
(34107) s

sss ss $86
87
88
89
90
91 s s sss $

2145237
2332346

56363
982187

4039186
9555320

172945
265303

2790
52.848

217333
711219

59979
47091

373
e9sa

28612
143013

424822
241177

581
25034

102952
794568

2145237
2332346

56363
982187

4039186
9555320

1487491
1778775

52618
897348

3690288
7906520

Rate Base
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Rate Base [A]

Supportinq Schedules
(a) G5 (b) G7a (c) F1 .3

Recap Schedules
[A] G1



Schedule G4a
Page 1 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Contract
Line
No.s CommercialResidential

Total Jurisdictional
Company (a) Total (a)

Allocation
Code (b)Description

REVENUES

s$s s$1
2
3

Revenue Water Service (c)
Other Revenue
Total Revenue ss s $

500023
4783

504806

6382632
81051

6443683 $

6382632
61051

6443683

147322
9618

156940

$ 1005.519 Direc t
1409 CRGC

$ 1006928

4729769
45241

4775010

EXPENSES A)

Cost of Sales

287054 s 99553 $s 3560676 $ 3560676 $ 2468946 $4
5
6
7
8
9

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Cost of Sales

705123 CBC
. CMM
. CB
. CM
. c s

70512399553 $287054 s$ 3560676 s 3560676 $ 2468946 $

Gas Distribution Operatinq Expenses

s$s $ s $6611
5237

163957
197811

19063
29503

236457
259372

236457
259372

10
11
12
13
14
15 ss s ss$

82934
330.024
774737

46828 CBC
26B20 CMM

. CB
2314 CM
9207 CS

85167

4.8a4
19437
72887

90776
361 237
941842

90776
361 237
947,842

643
2559

15050

ss ss $ s

1 885265618284523 14086284523

16
17
18
19
20
21

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Gas Distribution Expenses

Customer Accounts Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Customer Accounts s 284523 $ 1885 s

.. CBC

. CMM
2935 CB

. CM
CS

2935284523 s 14086 s265618 s

Sales Expense
ss $$ $ $

396 537.990 74597990

22
23
24
25
26
21

CBC
CMM

82 CB
CM
CS

B2$ 53 $396 s7990 $7990 $ 7459 $

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Sales Expenses

s$ $$$s28
29
30
31
32
33 ss$

106164
5237
1938

643
2559

116541s $ $

751948
26820
3017
2314
9207

793307

3797133
259372
292513

90776
361237

4801030

2632903
197811
273076

82934
330034

3516760

3797133
259372
292513

90776
361237

4793041

306117
29503
14481
4884

19437
374423

O&M wloA&G Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total O&M w/oA&G Expenses



Schedule G4a
Page 2 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Contract
Line
No.s Residential Commercial

Allocation
Code (b)Descrlptlon

Total Jurisdictional
Company (a) Total (a)

ss ss $$34
35
36
37
3B
39 $$s s$ $

12.169
2684
4666

325
1294

21138

435235
132933
704178
45909

182691
1500947

86190 CBC
13746 CMM
7263 CB
1170 CM
4657 CS

113026

301.789
101382
657.388

41943
166911

1269413

35088
15121
34861
2470
9830

97370

435235
132933
704178
45909

182.691
1 500.947

Administrative and General Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Administrative and General Expenses

s sss s $40
41
42
43
44
45 $$s $ s

4.232.388
392305
996691
136684
543929

6301977

118333
7921
6604

968
3853

137679

4232368
392305
996691
136684
543.929

6301977

2934692
299193
930464
124878
496945

4788172$

341205
44624
49343

7354
29267

471793 838138
40567
10281
3484

13864
906333

ss s$$$46
41
48
49
50
51 s s$ $

197223
208811
20406
59550

238862
724853

5514
4.216

135
422

1692
119795

136753
159251

19050
54407

218230
587690s

197223
208811

20406
59550

238862
724853

15900
23752
1010
3204

12852
56719

39056 CBC
21592 CMM

210 CB
1518 CM
6088 CS

68465

Total Operation and Maintenance Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Operation and Maintenance Expenses

Depreciation & Amort Expense
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Depreciation & Amort Expense

Taxes Other Than Income
ss $ss$52

53
54
55
56
57

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Taxes Other Than Income

124
98
1

14
59

295s$ $$

4447
4835

117
2036
8374

19809

881 CBC
500 CMM

1 CB
52 CM

213 CS
1647

4447
4835

117
2036
8374

19809 $s

3084
3688

109
1860
7650

16391

359
550

6
110
451

1474

s s$ s $s58
59
60
61
62

s

123.971
12.234

6.740
1 404
5604

149955s $$s

878.075
62.659
10492
5.054

20166
976445$

3074529
462132
949623
181144
722.825

5390253

4434038
605.951

1 017214
198.271
791 165

7046639

357463
68.927
50359
10.668
42.570

529986

4434038
605951

1017214
198271
791 165

7046639

O&M Customer. A&G and Other Taxes
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total O8M Customer A&G and Other Taxes

Labor Allocator
$ $$ $ ss63

64
65
66
67
68

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Labor s$ $

7.395
4455
1 247

547
2178

15.823$$s

264486
220.720
188.178

77248
307405

1058037

264485
220720
188.178
77248

307405
1 058037

21322
25107

9316
4156

16540
75442

52376 CBC
22.824 CMM

1.941 CB
1.969 CM
7835 CS

86945

183.393
168.333
175.674

70.575
280.852
878.827



Schedule G4a
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ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Line
No.s Residential Commercial Contract

Allocation
Code (b)

Total Jurisdictional
Company (a) Total (a)Descrlptlon

OPERATING INCOME

Income Before Taxes69 30482s 6985 $(602956) s(602956) $ (615243) s (25180) s

70
71
72

State Income Tax
Federal Income Tax
Total Income Taxes s

Net Income After Tax73

s

s 30482

s

6985 s

s

(25180) s

$

(602956) $

$

(602956) $

74
75

Present Return Rate Of Return
Present Relative Return Rate of Return

3.54%
0.56

(615243) s

7.78%
1.23

6.31%
1.00

6.31%
1.00

4.88%
(0.77)

3.84%
(0.61 )

ss76
77
78

Stats Income Tax
Income Before Tax
Less: Inletest Expense
State Taxable Income

6.985
2202
4.783 ss

30482
12236
18246

(602956) $
147152

(750108) $

(25180) s
10953

(36133) s

(602956) s
147152

(750108) s

(615243) s
121.760

(737004) s

s $
o 0

s
0

$
0

s
o

s
0

79
80
B1
82

s
s
s

s
s
s

S
s

s

$
$

s

$
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subiolal State Income Tax

Deferred State Income Tax
Total State Income Tax

s
$
s

ss (602956) $
147.152

30482
12.236

6.985
2202

(615243) s
121760

(25180) s
10953

(602956) s
147152

83
84
B5

Federal Income Tax
Income Before Tax
Less: Interest Expense
Less: State Income Tax

B6 Federal Taxable Income s 182464783 $(737004) s (36133) s(750108) s (750108) s

$ $ $ s ss
CRB

$s $s$s

87
88
89
90

91

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax

Deferred Federal Income Tax

Total Federal Income Tax

92 Total Income Tax



Schedule G4a
Page 4 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Residential Commercial Contract
Line
No.s Description

Allocation
Code (b)

Total Jurisdictional
Company (a) Total (a)

méeinr Revenues Taxes-eiéki

ss $$ s$
Present Revenues

Revenues
Other Revenue
Total Present Revenue

93
94
95 s s ss s

6382632
61051

6443683

1G05.519
1409

1006928

8382632
61051

6 4 - 3 6 8 3

147322
9.618

156940

500023
4783

504806$

4729769
45241

4775010

96 529986 sO&M Customer A&G and Other Taxes 149955 $ 976445

s

s 7046639 s 7046639 $ 5390253 s

$97
98
99

Income Before Tax
Less: Interest Expense
State Taxable Income

6.985
2.202
4.783

30.482
12.236
18246

(602956) s
147.152

(750108) s

(602956) $
147152

(750108) $

(615243) $
121.760

(737004) s

(25180) s
10953
(36133) ss

s s s

$

$$ s

$
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax
Total State Income Tax

100
101
102
103
104

$
$
s

S
$
$

$
s

$

s
s

s

s
s

S

$ $ 30482
12236

(25180) s
10953

(602956) s
147152

(602956) $
147152

(515.243) s
121760

6985
2202

Income Before Tax
Less: Interest Expense
Less: State Income Tax

105
106
107
108
109 Federal Taxable Income 182464783(750108)<$750108) (36133)(737004)

s110
111
112

0
0
0

0
0
0

0
0 CRB
0

0
0
0

0
0
0

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax s o

113

114

0

0

0

0

Total Federal Income Tax

Total Income Tax

0

0

o

o

0

0

Income After Tax115 $30482$6.985($G02956)

$0

$0

($602.956) ($615243) (525180)

6.31%
1.00

778%
1.23

Return Rate Of Return
Realtive Rate Of Return

116
117

631%
1 0 0

3.54%
0.56

384%
(0.61 )

488%
(0.77)

Suonortina Schedules
(a) C1 (b) G7a (c) H1



Schedule G4b
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ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Residential Commercial
Line
No.s ContractDescription

Total Jurisdictional
Company (a) Total (a)

Allocation
Code (b)

REVENUES

ss $ $ sRevenue Water Service (c)
Other Revenue
Total Revenue ss $s

5921122
50516

5971639

7743367
61051

7804418 $

612794
4544

617338

154917
914

155831

$ 1054535 Direct
5077 CRGC

$ 1059611

7743367
61051

7804418

EXPENSES A)

Cost of Sales

287054 s 99553 $s 3560676 $ 3560676 $ 2468946 $1
2
3
4
5
6

Operation
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Cost of Sales s s99553s 3560676 s 3560676 s 2468946 s 287054

705123 CBC
. CMM
. CB
. CM
. c s

705123

Gas Distribution Operatinq Expenses

ss s s $s236457
259372

6611
5237

19063
29503

236457
259372

163.957
197811

7
s
9
10
11
12 s s$ss s

46826 CBC
26820 CMM

. CB
2314 CM
9207 CS

85167

82934
330034
774737

90776
361237
947842

643
2559

15050

4.884
19437
72887

90776
361237
947842

$$s $ ss

293166 1 942293165 273686 14514

13
14
15
16
11
18

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Gas Distribution Expenses

Customer Accounts Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Customer Accounts

. CBC
CMM

3024 CB
. CM

CS
30241942 $s 273686 s293166 s 293166 $ 14514 s

Sales Expense
s ss $ $s

396 5379907990 7459

19
20
21
22
23
24

CBC
CMM

B2 CB
CM
CS

82396 s 53 $s 7459 $7.990 $7990 $

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Sales Expenses

s s $$ sS25
26
27
28
29
30 ss $$ $$

3797133
259372
301155

90776
361237

4809673

751 948
26820
3106
2314
9207

793398

3797133
259372
301155

90776
361237

4801683

106164
5237
1995

643
2559

116598

2632903
197811
281144

82934
330034

3524828

306117
29503
14909
4.884

19437
374851

O8\M w/oA&G Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total O&M w/oA&G Expenses



Schedule G4b
Page 2 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Contract
Line
No.s CommercialResidential

Allocation
Code (b)Description

Total Jurisdictional
Company (a) Total (a)

s s s$s$31
32
33
34
35
36 s$s $

86190 CBC
13746 CMM
7263 CB
1170 CM
4657 CS

113026s

301789
101.382
657388

41943
166911

1269413

435235
132933
704.178
45909

182691
1500947

12169
2.684
4666

325
1294

21138

35088
15121
34861
2470
9830

97370$

435235
132933
704178
45909

182691
1 500947

Administrative and General Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Administrative and General Expenses

s s$ $$ s37
38
39
40
41
42 ss $

118333
7.921
6661

968
3853

137736 $

4232368
392305

1005334
136684
543929

6.310.620 5

2934692
299193
938532
124878
496945

4794240s

341205
44624
49771

7354
29267

472221

838.138
405G7
10370
3.484

13864
906422

4232388
392305

1005334
136684
543929

6310620

s$ $ss $43
44
45
46
47
48 s

5514
4216

135
422

1.692
11979$ $ss s

39056 CBC
21592 CMM

210 CB
1518 CM
6088 CS

68465

15900
23752

1 010
3204

12852
56719

197223
208811

20406
59550

238862
724853

197223
208811

20406
59550

238862
724853

136753
159251

19050
54407

218230
587890

Total Operation and Maintenance Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Operation and Maintenance Expenses

Depreciation 8 Amer!  Expense
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Depreciation & Amort Expense

Taxes Other Than Income
s s$s $s49

50
51
52
53
54

124
98

1
14
5g

296

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Taxes Other Than Income s

4447
4835

117
2036
8374

19809 $ s$

4447
4835

117
2036
8374

19809s $

881 CBC
500 CMM

1 CB
52 CM

213 CS
1647

3084
3688

109
1 860
7.650

16.391

359
550

6
110
451

1 474

s s$ s ss55
56
57
58
59

s ss $

4.434.038
605951

1.025.857
198.271
791 .165

7055281

878075
62.659
10.582
5.054

20.166
976534$ s

3.074.529
462132
957691
181 144
722825

5398321

123.971
12234

6797
1 .404
5.604

150012

357463
68.927
50787
10.668
42570

530414

4434.038
605.951

1 025.857
198271
791 165

7055281

O&M Customer A&G and Other Taxes
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total O&M Customer A&G and Other Taxes

Labor Allocator
$$s sss60

61
62
63
64
65 s

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Labor s s

7.395
4.456
1 247

547
2178

15.823s$$

52376 CBC
22.824 CMM

1.941 CB
1969 CM
7.835 CS

86.945

264486
220720
188.178

77248
307405

1 .058037

183.393
168.333
175.674

70575
280852
878.827

21 322
25107
9316
4.156

16540
76442

264.485
220.720
188 178

77.248
307405

1 058.037



Schedule G4b
Page a of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Contract
Line
No.s CommercialResidential

Allocation
Code (b)

Total Jurisdictional
Company (a) Total  a)Descrlptlon

OPERATING INCOME

66 Income Before Taxes s 5 8 1 9  s749137 $749137 $ 83.07786924 s573317 $

67
68
69

state Income Tax
Federal Income Tax
Total Income Taxes

Net Income After Tax10

S

s

$

749.137 $ 83.077

$

749.137 $

$

573317 $

s

86924 s

$

5819 $

4.07%
0.52

10.46%
1.33

Present Return Rate Of Return
Present Relative Return Rate Of Return

71
72

12.22%
1.56

7.84%
1 .00

7.84%
1.00

7.25%
0.92

ss $ $s s73
74
75

State Income Tax
Income Before Tax
Less: Inheres! Expense
State Taxable Income ss sss

749137
147152
601985 $

83077
12.236
70840

5819
2202
3616

88924
10953
75971

749137
147152
601985

573317
121760
451 557

s $
0

$
0 0

$
0

s
0

76
77
78
79

s
s

s
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax

Total State Income Tax

$
0

$
$
ss

s
s
s

$
s

s

$
$

$

ss $ s$ $749137
147152

749137
147152

5819
2202

83077
12236

573317
121760

86924
10953

Federal Income Tax
Income Before Tax
Less: Interest Expense
Less: State Income Tax

80
81
82

83 Federal Taxable Income s 601985 s 3616 $ 70840G01985 s 75971 s451557 s

s ss $$ $
CRB

s Sss s $

B4
B5
86
87

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax

Deferred Federal Income Tax
Total Federal Income Tax

Total lneome Tax



Schedule G4b
Page 4 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Contract
Line
No.s CommercialResidential

Allocation
Code (b)Description

Total Jurisdictional
Company (a) Total (a)

mains Revenues Tixss 5-R618

ss $ s $ s
Proposed Revenues

Revenues
Other Revenue
Total Present Revenue

BB
89
90 sss s

7743387
61051

7804418

5.921 122
50516

5971639

154917
914

155831

612794
4544

G17338$

7743367
61 051

7804418

1054535
5077

1059611

91 O&M Customer A&G and Other Taxes 530414 s

s

150012 $ 976534

s

s

s 7055281 s 7055281 $ 5398321 s

$ $ $ $92
93
94

Income Before Tax
Less: Interest Expense
State Taxable Income

749.137
147.152
601.985

749137
147152
601.985

83077
12.236
70840

5819
2.202
3616

573317
121.760
451.557

86924
10953
75971$

s

s

s

s

s

$

$

s

s

s

s95
96
97
98
99

$
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax
Total State Income Tax

S
$
$

s
s

S

s
s
s

$
s

$

$
$
s

s$ $$$ s 86924
10953

749137
147152

83077
12236

749137
147152

573317
121760

5819
2202

Income Before Tax
Less: Interest Expense
Less: State Income Tax

100
101
102
103
104 Federal Taxable Income 70.840451 .557601985 3616$601985 75971

s 0
0
0

0
0
0

0
0
0

0
0 CRB
0

105
106
107

0
0
0

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax s o

0

0

108

109

0

0

o

o

0

0

0

0

Total Federal Income Tax

Total Income Tax

110 Income After Tax

$0

$0

$749137 $83077$573317 $5819$86924$749137

12.22%
1.56

7.25%
0.92

111
112

407%
0.52

784%
1.00

10.46%
1.33

7.84%
1 0 0

Return Rate Of Return
Realtive Rate Of Return

Suonortina Schedules
(a) C1 (b) G7a (c) H1



Schedule G5
Page 1 of 3

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base and Plant Functionalization

Line
No.

Commodity
Cost[A]

Customer
Accounts [A]Demand [A]

Allocation
Code(b)

Customer
Senlces[A]

Customer
Meters[A]

Company
Total (a)M Description

PLANT IN SERVICE

STORAGE PLANT1

Ss $ $$ $380
361
362
363

363.1
363.2
363.3
363.4
363.5

2
3
4
5
6
7
8
9

10
11 s$s $ s s

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaporizing Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment

Total Storage Plant

ss $$ $ $

FTDM7.377.765 3.518.398 3.859.367

5375091 FCS
FCM1071.105

5375091
1.071.105

FCM279.604279604

374
375
376
377
378
379
380
381
382
383
384
385
386
387

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

DISTRIBUTION PLANT
Land and Land Rlghts
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment General
Measuring and Regulating Sation Equipment City Gate Check Sta.
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Mearing and Regulating Station Equipment
Other Property on Customers Premises
Other Equipment

Total Distribution Plant

28

$

s

s

s

5375091

5375091

3859367 $

3.859.367 $

3518398 $

3518398 $

1350709 $

1350709 $

14103566 $

1 4 1 0 3 5 6 6  $Operating Plant In Service before Intangible and General

Ss s $$ $

24993
22282

24133
21515

100.083
89228

33611 FLDPIS
29965 FLDPIS

8446
7530

8900
7935

631015 211913 FLDPIS56115157579 53252152156

FTDM298.303 327211625.514

FTDM375.450 196401179.049

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools. Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Misoellanous Equipment
Other Tangible Property

Total General Plant s 682.206 $ 721416 s1.821.290 $ 27549069228 $72950 s



S c h e d u l e  G 5

P a g e  2  o f  3

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base and Plant Functionalization

Line
No.

Commodity
Cost[A]

Customer
Accounts [A]D e m a n d  [ A ]Description

C o m p a n y

T o t a l  (a )

Customer
Meters[A]

Customer
Senlces[A]

Allocation
Code(b)M

s$ $$$ $3 0 1

3 0 2

3 0 3

4 4

4 5

4 6

4 7

4 8 s $s s $ s

I N T A N G I B L E  P L A N T

O rg a n i z a t i o n

F ra n c h i se  a n d  C o n se n t s

M i sce l l a n e o u s I n t a n g i b l e  P l a n t

T o ta l  I n ta n g i b l e P l a n t

s4 9
0
. r 4580783 i s 565058115924856 i s 4200605 7 2 9 5 0 is 1419937 i sTota l  Gros s  Plant In  Service(c)

5 0 ACCUMULATED DEPRECIATION AND AMORTIZATION

s s $$ $$3 6 0

3 6 1

3 6 2

3 6 3

3 6 3 . 1

3 6 3 . 2

3 6 3 . 3

3 6 3 . 4

3 6 3 . 5

5 1

5 2

5 3

5 4

5 5

5 6

5 7

5 8

5 9

6 0

6 1 s s$ $S s

OTHER STORAGE PLANT
Land and Land Rights
Structures  and Improvements
Gas  Holders
Purification Equipment
Liquefaction Equipment
Vaporizirig Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment
Total Storage Plant

$$$s $ s

F T D M1  8 9 9 9 0 71 7 3 2 . 0 5 33 6 3 1  9 6 0

1365262 FCS
F C M

1365282
3 7 7 4 7 3 3 7 7 4 7 3

F C M

3 7 4

3 7 5

3 7 6

3 7 7

3 7 8

3 7 9

3 8 0

3 8 1

3 8 2

3 8 3

3 8 4

3 8 5

3 8 8

3 8 7

D I S T R I B U T I O N  P L A N T

Land and Land Rlghts
Structures  and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment Gener a l

Measuring and Regulating Sation Equipment City Gate Check Sta.
Serv ic es

Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Ins tallations
Indus trial Mearing and Regulating Station Equipment
Other Property on Cus tomers  Prem ises
Other Equipment

Total Dis tribution Plant

6 2

6 3

6 4

6 5

6 6

6 7

6 8

6 9

7 0

7 1

7 2

7 3

7 4

7 5

7 6

7 7 ss 5374895 $ 13852623 7 7 4 7 3 $1899907 $1732053 $



Schedule G5
Page a of 3

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base and Plant Functionalization

Description
Customer

Accounts [A]Demand [A]
Commodity

Cost[A]
Customer
Meters[A]

Customer
Senlces[A]

Allocation
Code(b)

Company
Total (a)M

s $ $$ s$

5237
30240

1308
7552

1759 FLDPIS
10155 FLDPIS

466
2689

1 263
7292

442
2552

30128 29091 40516 FLDPIS1018110729120646

FTDM175480 192486367965

FTDM12521 5971 6.550

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

Line
No.
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Property

Total General Plant s

93 s s

13884 s

13884 s

236681 s

2136588 'B

13175 $

390649

52431

1417693

2 2 0 4 3 9  $

1952492 I;

536.610 S

5911305 isAccumulated Depreciation/Amortization

94 s s

s
10013551 s

s
1029289 s

$

2248113 $

s

sis

95
96
97
98
99
100

Net Plant
Construction Work In Progress
Plus: Working Capital Assets/Other (net)
Less:Contributions & Advances in Aid of Construction
Less:ADIT EADIT and HTC
Less:Other
Total Rate Base |..r s

4232888

. FNP
0 FNPCA

(142115) FNP
0 FNP

(51587) FNP
4039186

0
(34557)

0
(12544)
982187

2444195

s
0

(82061)
0

(29788)
2332346 8

59066 s

s
0

(1983)
0

(720)
56363 s

0
(75478)

0
(27398)

2,145237

0
(336194)

0
(122.036)

9555320

Suoponino Schedules
(a) B1.  (b) G7b.  (c ) B2

Recap Schedules
[A]  G2



Schedule G6a
Page 1 of 5

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Labor
Line
No.

Adjusted
Test Year(a) Demand [A]

Allocation
Code(bDescription

Customer
Accounts [A]

Customer
Meters[A]

Commodity
Cost[A]

Customer
Senlces[A]

INCOME STATEMENT

Cost of Sales

s $$ s $ $ FPP
FPP

3486079
74597

3486079
74597

1
2
3
4
5
6

Cost of Sales
Purchased Gas
Vaporization
Freight
Fees

S3560676 s $s 3560676 $ s7

8

Total Cost of Sales

Gas Distribution Operating Expenses

$ $ L

L

L

L

L

Salaries & Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Travel
Auto

Meals & Entertainment

126223 s

8761

G482

9.966

30887

765

630

417

9.548

1245

6970

4.662

48457 $

3363

2489

3.826

11.857

294

242

160

3.665

478

2676

1790

505.967 $

35119

25984

39947

123811

3067

2524

1 .673

38272

4991

27938

18.688

138.455 $

9.610

7111

10931

33.880

839

891

458

10473

1.366

7e4s

5114

Fuel

Licenses & Fees

Fleet Repairs & Maintenance

Plant Repairs & Maintenance

Operations

Miscellaneous

Equipment Rental

Tank Monitoring

Small Tools

Shop

Safety

Contract Labor

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30 S $s

2006

6498

46

1 .577

5656

2892

10.127

3.996

259372 s

702

2214

16

552

1980

1012

3544

1399

90.776 $

1a29

5924

42

1 .438

5156

2637

9233

3.643

236457 $

192.832 FTD

13384 FTD

9903 FTD

15225 FTD

47185 FTD
1.169 FTD

962 FTD

638 FTD

14.586 FTD

1902 FTD
10648 FTD

7122 FTD

. FTD

2794 FTD

9050 FTD
65 FTD

2.197 FTD

7877 FTD

402a FTD

14105 FTD

5.566 FTD

361237

7330

23745

170

5765

20669

10569

31009

14604

947842

Lease Expense

Total Gas Distribution Operating Expenses



Schedule G6a
Page 2 of 5

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Labor
Line
No.

Customer
Senlces[A]Description

Customer
Accounts [A]

Commodity
Cost[A]

Customer
Meters[A]Demand [A]

Allocation
Code(b

Adjusted
Test Year(a)

s$s$ s L
L

L

L

L

FCC
FCC

FCC

FCC

FCC

FCC
FCC

31
32

33

34
35

36

37

38
39
40 $ s $

116.762 s

8.780

5996

9219

28.572

73891

41 304

284.523 s $

116.762

8.780

5996

9219

28572

73891

41304

284523 s

Customer Accounts Expenses
Customer Accounts Expenses

Salaries a Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Office Supplies and Expense

Bad Debt Expense

To¢al Customer Accounts Expenses

41 Sales Expenses

s 7890
150
150

Advertising
Public Relations
Press Releases

7.690
150
150

42
43
44

FCC
FCC
FCC
FCC

45 ss 7990 $7990 s $$Total Sales Expenses

2 9 2 5 1 3  s 9 0 7 7 6  $259372 s 3612374801030 s$ 3797133 $46

47

Total O&M wloA&G Expenses

Administrative and General Expenses

1 3 2 7 3  s$ 57857 $111169 s 5.109 $14599 s L

L

L

L

L

955

1061

3.561

6208

367

408

1 .371

2390

1050

1.167

3.917

6829

4161

4625

15.525

27063

7995

8886

29830

52000

48

49

50

51

52

53

54

910 34076

1985

138

5673

394

5158

358

43200

3001

22.483

1 562

39

24094

1 325

207.476

9

5527

304

645.578

10

6.079

334

52.351

75

45295

2545

996.638

3

2128

117

18.322

55

56

57

58

59

60

61

62

63

64

65

66

67

Salaries & Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Contract Labor

Travel

Meals & Entertainment

Lease Expense

Rents

Legal

Accounting

Temp. Services

IT

Other

Management

Rate Case Expense

Office Supplies and Expense

Repairs & Maintenance

Utilities

494

282

633

1284

732

1644

20332 FLTOM

. FLTOM

1462 FLTOM

1625 FLTOM

5456 FLTOM
9510 FLTOM

. FLTOM

14 FLTOM

. FLTOM

7901 FLTOM
549 FLTOM

FLTOM

14 FLTOM

8467 FLTOM
465 FLTOM

72.911 FLTOMCC

. FLTOM

1967 FLTOM

1121 FLTOM

2.519 FLTOM

5596

3190

7168

1412

805

1809

10753

6129

13773



Schedule G6a
Page a of 5

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Line
No. LaborDemand [A]

Customer
Senlces[A]

Allocation
Code(b

Customer
Accounts [A]

Adjusted
Test Year(a)Description

Commodity
Cost[A]

Customer
Meters[A]

68
69

70

71

72
73

2.014

13.790
24sa

2

243
704178 s

775

5661

950

40

4731

45909 $s

2216

16174

2714

128

15.263

132.933 $

8.781

19381

10758

117

13.997

435.235 $

3.086 FLTOM
22527 FLA

3780 FLTOM

158 FGPIS

18.828 FGPIS

182.691

18872

77532

20670

445

53.062

1500947 s

Miscellaneous Expense

Workers Compensation

Auto Insurance

Property Insurance

General Insurance

Total Operation

74 Total Administrative and General Expenses

75

76

L

77

78

79

s

$

$

s

s

$

435235 s

4232368 s

197223 $

4.447 s

4434038 s

2 6 4 4 8 6  s

1 0 4 1 7 8  $

996691 $

20406 $

117 S

1017.214 $

188.178 s

132933 $

392305 $

208811 $

4835 $

605951 s

220720 s

45909 $

136684 s

59550 $

2.036 $

198271 $

77248 $

1500947 s

6301977 s

724853 s

19809 s

7046639 s

1.058.037 s

182891

543929

238862

8374 FNP

791 165

307405

80

Total Operation and Maintenance Expenses

Depreciation 8. Amen Expense

Taxes Other Than Income

Total Operating Expenses Before Income Taxes

Total Labor

Depreciation Expense

STORAGE PLANT

$ $s $ $ s360
361
362
363

363.1
363.2
363.3
363.4
363.5

81
82
83
84
85
86
87
B8
89
90 $$ s $$$

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaporizing Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment

Total Storage Plant

$s ss $ $

FTDM124692113676238367

174690 FCS
FCM34227

174690
34227

FCM9.0879087

374
375
376
377
378
379
380
381
382
383
384
385
386

91
92
93
94
95
96
97
98
99

100
101
102
103
104

DISTRIBUTION PLANT
Land and Land Rlghts
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment General
Measuring and Regulating Sation Equipment City Gate Che
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Meaning and Regulating Station Equipment
Other Property on Customers Premises



Schedule G 6 a
Page 4 of 5

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses Depreciation Expenses and Income Functional ization at Present Revenues

Line
No. LaborDemand [A]

Customer
Meters[A]

Customer
Services[A]

Al location
Code(b)

Adjusted
Test Year(a)Description

Commodi ty
Cost[A]

Customer
Accounts [A]

387
43314 $

105
106

Other Equipment
Total Distribution Plant $$ 174690124692 $456372 $ 113676 $



Schedule G6a
Page 5 of 5

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Line
No. Labor

Commodity
Cost[A]

Customer
Meters[A]

Customer
Accounts [A]Demand [A]

Allocation
Code(b

Customer
Senlces[A]

Adjusted
Test Year(a)Description

GENERAL PLANT
$s s $$ $

1.667
4403

563
1 488

1610
4251

2242 FLDPIS
5.921 FLDPIS

594
1 568

6676
17631

18434 1749451 .767207296 69616 FLDPIS49985

FTDM20.996 2303044026

FTDM131001194325043

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Misoellanous Equipment
Other Tangible Property

Total General Plant

107
108
109
110
111
112
113
114
115
116
117
118
119
120
121 s

122 s

20596 $

20596 s

77779

252469

19.545 $

62859 s

90.775 s

204450 s

91.976 s

216668 s

300.671 s

757043 sSubtotal Direct Depreciation Expense

$ s
(7227)

. $
(3309)

s
(190)

. s
(7.857)

. s
(32190)

. FNP
(13607) FNPCA

. FNP

. FNP

123
124
125
126

Amortization of Regulatory Assets
CIACIAIAC Amortization General
Amortization of Excess Deferred Depress
Amortization of ITC

127 s s197223724853 s 238862208811 s 20406 s 59550 $Total Depreciation a. Amortization

Suooorlina Schedules
(a) B2 ; (b) G7b

Recap Schedules
[A] G3



Schedule G6b
Page 1 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalizaiion at Proposed Revenues

Labor
Line
No. Description

Customer
Meters[A]

Customer
Services[A]Demand [A]

Commodity
Cost[A]

Allocation
Code(b)

Customer
Accounts [A]

Adjusted
Test Year(a)

INCOME STATEMENT

Cost of Sales

$s$s s$ FPP
FPP

3486079
14597

3486079
74597

Cost of Sales
Purchased Gas
Vaporization
Freight
Fees
Total Cost of Sales

1
2
3
4
5
6
8 s ss 3560676 $ 3560876 $ $

9 Gas Distribution Ooeralinq Expenses

s $$ L
L
L
L
L

138455 $
9610
7111

10931
33880

839
691
458

10473
1.366
7645
5.114

505967 s
35119
25.984
39.947

123811
a0e7
2524
1.673

38272
4991

27938
18.688

48457 $
3363
2.489
3.825

11 857
294
242
1so

3665
478

2.676
1790

126223
8.761
6482
9.956

30887
765
630
417

9548
1 245
6970
4.652

Salaries & Wages
Overtime Compensation
Incentive Compensation
Payroll Taxes & Expense
Employee Benefits
Travel
Auto
Meals & Entertainment
Fuel
Licenses & Fees
Fleet Repairs a Maintenance
Plan( Repairs & Maintenance
Operations
Miscellaneous
Equipment Rental
Tank Monitoring
Small Tools
Shop
Safely
Contract Labor
Lease Expense

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31 s$

2006
6498

46
1577
5656
2.892

10127
3996

259372 $

7.330
23.745

170
5765

20869
10.569
37.009
14.604

947842 $

1.829
5924

42

1 438
s 1 so
2637
9233
3643

236457 s

192832 FTD
13384 FTD
9.903 FTD

15.225 FTD
47186 FTD
1169 FTD

962 FTD
538 FTD

14586 FTD
1902 FTD

10.648 FTD
7.122 FTD

. FTD
2.794 FTD
9050 FTD

55 FTD
2197 FTD
7877 FTD
4.028 FTD

14105 FTD
5.566 FTD

361.237

702
2274

16

552
1980
1.012
as44
1399

90776 $Total Gas Distribution Operating Expenses



Schedule G6b
Page 2 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalization at Proposed Revenues

Labor
Line
No. Description

Customer
Meters[A]

Adjusted
Test Year(a)

Customer
Accounts [A]Demand [A]

Commodity
Cost[A]

Allocation
Code(b)

Customer
Services[A]

sss s$ L
L
L
L
L

FCC
FCC
FCC
FCC
FCC

FCC
FCC

32
33
34
35
36
37
38
39
40
41 $ $ s $

116762
8780
5996
9219

28.572
73891
49947

293166$

116.762 $
8.780
5996
9219

28.572
73891
49947

293.166 $

42

Customer Accounts Expenses
Customer Accounts Expenses
salaries & Wages
Overtime Compensation
Incentive Compensation
Payroll Taxes & Expense
Employee Benefits
Office Supplies and Expense
Bad Debt Expense

Total Customer Accounts Expenses

Sales Expenses

$s s $s$ 7690
150
150

43
44
45

Advertising
Public Relations
Press Releases

7690
150
150

FCC
FCC
FCC
FCC

46 Ss7.990 $$ $ 7990  sTotal Sales Expenses

259372 $$ 3612374809673 $ 90776 s3797133 $ 301155 sTotal O&M w/oA&G Expenses

Administrative and General Ex uses

47

48

$ 5109 s14599 $57857 $111169 $ 13273 s L
L
L
L
L

367
408

1371
2390

7995
8.886

29830
52000

4161
4625

15.525
27063

1050
1.167
3917
6829

955
1061
3551
8208

9 376 40 10

1985
138

s158
358

5673
394

43200
3.001

22483
1 562

3
2.128

117
18.322

10
6079

334
52.351

75
46295
2545

995.538

g
5527

304
645578

39
24094

1 .325

207.476

49
50
51
52
53
54
55
56
57
58
59
60
61
62
S3
64
65
66 494

282
633

67
68

Salaries 8. Wages
Overtime Compensation
Incentive Compensation
Payroll Taxes & Expense
Employee Benefits
Contract Labor
Travel
Meals & Entertainment
Lease Expense
Rents
Legal
Accounting
Temp. Services
IT
Other
Management
Rate Case Expense
Office Supplies and Expense
Repairs & Maintenance
utilities

10753
6.129

13.773

1412
805

1809

1 284
732

1 544

5598
3.190
7.158

20.332 FLTOM
. FLTOM

1.462 FLTOM
1.625 FLTOM
5.456 FLTOM
9510 FLTOM

. FLTOM
14 FLTOM

. FLTOM
7901 FLTOM

549 FLTOM
. FLTOM
14 FLTOM

8467 FLTOM
465 FLTOM

72911 FLTOMCC
. FLTOM

1.967 FLTOM
1121 FLTOM
2519 FLTOM



Schedule G6b
Page a of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalizaiion at Proposed Revenues

Labor
Line
No.

Customer
Accounts [A]Demand [A]

Commodity
Cost[A]

Allocation
Code(b)

Customer
Meters[A]Description

Customer
Services[A]

Adjusted
Test Year(a)

69
70
71
72
73
74

2014
13790

2468
2

243
704178 $

Miscellaneous Expense
Workers Compensation
Auto Insurance
Properly Insurance
General Insurance
Total Administrative and General Expenses

L

75

76

77

78

79

$

$

$

$

s

$

2216
16174
2714

128
15.263

132933 $

392305 s

208811 $

4B35 $

605951 $

220720 $

8781
19381
10758

117
13.997

435235 S

4232368 s

197223 s

4447 s

4434038 5

264.486 $

1 B.872
77532
20670

445
53.062

1500947 $

6310620 $

724853 $

19809 $

7055281 5

1.058.037 $

1005334 s

20406 s

117 s

1025857 s

188178 s

3086 FLTOM
22527 FLA
3780 FLTOM

158 FGPIS
18828 FGPIS

182691

543929

238862

8374 FNP

791165

307405

775
5.661

950
40

4731
45909 $

136684 $

59550 $

2036  s

198.271 s

77248 s

Total Operation and Maintenance Expenses

Depreciation & Amon Expense

Taxes Other Than Income

Total Operating Expenses Before Income Taxes

Total Labor

Depreciation Expense

STORAGE PLANT80

$ s $ s $$360
361
362
363

363.1
363.2
3633
363.4
363.5

81
82
83
84
85
86
87
88
89
90 s$$ s$ $

s$$ s $$

FTDM238367 113676 124692

174690 FCS
FCM

174690
34227 34227

FCM9087 9087

374
375
376
377
378
379
380
381
382
383
384
385
386
387

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaponzing Equipment
Compressor Equipment
Meauning and Regulating Equipment
Other Equipment

Total Source of Supply Plant

DISTRIBUTION PLANT
Land and Land Rights
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment . General
Measuring and Regulating Sation Equipment City Gate Che
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Mearing and Regulating Station Equipment
Other Properly on Customers Premises
Other Equipment

Total Distribution Plant

91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106 $ 174690s456372 $ 43314 s113676 s 124692 $



Schedule G6b
Page 4 of 4

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalization at Proposed Revenues

Labor
Line
No.

Customer
Accounts [A]

Allocation
Code(b)

Commodity
Cost[A]

Adjusted
Test Year(a) Demand [A]Description

Customer
Meters[A]

Customer
Services[A]

s $$ $ $ $

594
1 .568

6676
17631

2.242 FLDPIS
5.921 FLDPIS

563
1 488

1610
4251

1 667
4.403

17.494 69.616 FLDPIS207296 49.985 1843451 767

FTDM20.99644.026 23030

FTDM1310025.043 11943

389
390
391

391 .1
3912
392
393
394
395
396
397
398
399

t 07
108
109
110
111
112
113
114
115
116
117
118
119
120
121

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Property

Total General Plant

122 ss

20.596

20596

19545

62859 s

77779

252469

91976

216668 s

300671

757,043 s

90775

204450 sSubtotal Direct Depreciation Expense

s . $
(7857)

s
(3309)

s
(32190)

. s
(190)

. $
(7227)

. FNP
(13607) FNPCA

. FNP

. FNP

Amortization of Regulatory Assets
CIAC/AIAC Amortization General
Amortization of Excess Deferred Deprec
Amortization of ITC

123
124
125
126

127 s s20406191223 s 59550 s208811 s724B53 s 238862Total Depreciation a Amoriizalion

Supporting Schedules
(a) B2 : (b) G7b

Recap Schedules
[A] G3



S ch e d u l e  G7 a

Page 1  o f  2

A L L O I A NT  G A S  L L C . .  P A Y S O N RE G UL A T E D m v l sl o n

T e st  Ye a r En d e d  De ce m b e r 3 1 .  2 0 1 8

De ve l o p m e n t  o f  A l l o ca t i o n  Fa cto rs b y Fu n ct i o n

C u st o m e r

A c c o u n t s

4 7

C u st o m e r

S e rv i ce s

6

C u st o m e r

M e t e rs

5

De m a n d

3

Co m m o d i t y

2

T o t a l

1

L i n e

N o

A l l o ca t i o n

F a c t o r

A L L O CA T I O N RA T I O S

E X T E RNA L  FA CT O RS

CO M M O DI T Y

0 .0000% 0 .0 0 0 0 %F B C 100 .0000% 1 0 0 0 0 0 0 % 0 .0 0 0 0 %0.0000%Com m od i ty

D E M A N D

0 .0 0 0 0 %

0 .0 0 0 0 %

Dislnibul l on Storage

T ransm i ssi on  & Di stri bu t i on  M ai ns

F D S

F T DM

30.0000%

47 .6892%

70.0000%52.3108% 0. 0000%

0.0000%
0 .0 0 0 0 %

0 .0 0 0 0 %

100. 0000%

1 0 0 0 0 0 0 %

CUS T O M E R

100.000093

0 .0 0 0 0 %

0 .0 0 0 0 %

0.0000%
100.0000%

0.0000%

00000%
0 .0 0 0 0 %

100.0000%

Cu sto m e r Acco u n ts

Cu sto m e r M e te rs

Cu sto m e r Se rvi ce s

0.0D00%
0 0 0 0 0 v .

0.0000%

F C C

F C M

F C S

100.0000%
100.0000%

100.0000%

0.0000°/a

0 .0 0 0 0 %

0.0000%

F P P 100.00D0%10l J.0000% 0 0 0 DD%

PURCHASED GAS
Pu rch a se d  Ga s 0 .Cl0D0°/, 0.0l :loo%D.ODOO%

INTERNAL FACTORS

F N P

F NP CA

FG P I S

FDP I S

F T O M

FL A

FL T O M

FL T O M CC

F S S

F T D

FGPCC
FL DP I S

Net Plant

Net Plant w/CIAC
Gross Plant In Service
Dislnbution Plant in Service
Total O8M w/oA&G Expenses
L a b o r

50/50 FLA and FT O M

33/33/33 FL A / FT O M I FCC

Gas Storage Plant
Gas Distribution Plan
5 0 /5 0  FCC a n d  Fl OM

50150 FLA and F DP I S

1D.2790%
10.2790%
8.9165%
9.5771%
1 .8908%

7.3011 %

4 .5 9 5 9 %

1.83B4%

0.0IJ00%

9.5771%
4.4582%

8.43g1% 42.2716%
42.2716%
35.4828%
38.1116%

1 .5 2 4 2 %

29.0543°/n

1B.2892%
7.3157%
00000%

3a.1115/0
17.7414%
33.5829%

22.4507%
22.4507%
26.3777%
2 4 .9 4 s9 %

79.0900%
24.9978%
52.0439%
20.8176%

0 .0 0 0 0 %

24.9469%
13.1888°/»

24.9723%

1 oo. DOOD%

100.0000%

100. 0000%

1 oo. 0000%

100. 00OD%

100.0000%
100. 0000%

100. 0000%

0.0IJ00%

100. 0000%

1 oo. 0000%

1000000<v.

1

2

3

4

5

s

7

8

g

1 0

1 1

1 2

1 3

14

i s

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

24

2 5

2 6

2 7

2 8

2 9

3 0

3 1

3 2

3 3

3 4

3 5

3 6

3 7

3 8

3 9

4 0

4 1

4 2

24.4089%

24.4089%
28.7650%
2 7 3 6 4 5 %

5.4024%
20.8513%
1 3 1 3 1 8 %

5.2527%
o .o o o o %

27.3645%
14.3825%
2 4 1 1 2 9 %

0 .5 8 9 9 %

0 .5 8 9 9 %

0 .4 5 8 1 %

0 .0 0 0 0 %

6.0927°/,
17.7855°/>

11.9391 %

64.7757°/
U00U0/,
0 .0 0 0 0 %

50.2290%
8 .8 9 2 8 %



S ch e d u l e  G7 a

Page 2  o f  2

A L L O I A NT  G A S  L L C . .  P A Y S O N RE G UL A T E D m v l sl o n

T e st  Ye a r En d e d  De ce m b e r 3 1 .  2 0 1 8

De ve l o p m e n t  o f  A l l o ca t i o n  Fa cto rs b y Fu n ct i o n

A l l o ca t i o n

F a c t o r

De m a n d

(3 )

T o t a l

(1) Cus tomer
M e t e rs

(5) (7 )

Commodity

(2 )

Customer
S e rv i ce s

(6 )

Cus tomer
A c c ounts

(4 )
I NP UT S  FO R RA T I O S

E X T E RNA L  I NP UT S

DE M A ND

4 3 7 4 6 2

2 2 8 8 4 0

2746078

Peak Month Usage (Therms)
Average Monthly Usage (Therms)
Annual Production (Therms)

Ca l cu l a i l o n  o f  De m a n d

M xM h

1.000

0.523

Ra t i o

1 .000

1 .912

Qgmmgemf

0.477
Avg Month
Max MonthFDI FT DM

T  E R

228.840
4 3 7 4 6 2

De m a n d

F P P

F D S

100.0

100.0

Commodity
100.0

30.0

100.0
100.0 70.0

Pu rch a se d  Ga s

Distribution Storage

I NT E RNA L  I NP UT S

§§£Q9.48§4§2
72.95015.924.855

141035566
9.891 .515

1 0 0 1 3 .5 5 1

4.801 .030

1 .058.037

1 .419937
1  3 5 0 7 0 9

1 .016745

1 .029.289

90.776
77.248

5.650.581
5.375.091
4181 .301
4232888

361.237
3 0 7 4 0 5

4.580.783
3859367
2414408
2.444.195

259.372

2 2 0 7 2 0

5 8 3 4 6

59.066
2 9 2 5 1 3

188 178

15924856
14103568
9891515

10013551
4.801 .030

1058037

4.200.605
3518398
2220715
2 . 2 4 8 1 1 3

3.797.183
2 6 4 4 8 6

FG P I S

FDP I S

F NP CA

F N P

F T O M

FL A

F S S

F T D

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

Gross Plant In Service
Dist. Plant in Service before intangible and general
Net Plant wlClAC
Net Plant
T o ta l  o a m  w/o A8 G Exp e n se s

L a b o r

Gas Storage Plant
Gas Distribution Plant

L i n e

N o

4 3

44

4 5

4 5

4 7

4 8

4 9

5 0

5 1

5 2

5 3

5 4

5 5

5 6

5 7

5 8

5 9

6 0

61

6 2

6 3

64

6 5

6 6

6 7

6 8

6 9

7D

7 1

7 2

7 3

74

7 5

s
s
s
s
$
s
$
s 1 4 .1 0 3 5 6 6

$

s

$

$

$

s

s

s 5.375.091

$

s

$

s

$

s

$

s

8
s
s
s
s
s
s
s 1 .350709

s
S
s
s
s
s
s
s3.518.39814103566 3.859.367



Schedule G7b
Page 1 of 2

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Development of Allocation Factors by Customer Class

Total
1

Contract
5

Allocation
Factor

School
4

Residential
2

Commercial
3

Line
L19

ALLOCATION RATIOS

EXTERNAL FACTORS

COMMODITY
100.0000% 2.7959%69.3393% 8.0G18% 19.8031%CBCCommodity (1 )

762655%
DEMAND
Demand 2.0191%CMM 113749% 10.3405%100.0000%

93.3553%
91.3622%
91 .3622%

100.0000%
100.0000%
100.0000%

1 .0315%
2.5488%
2.5488%

0.S626%
0.7084%
0.7084%

4.9507%
5.3806%
5.3806%

CB
CM
CS

CUSTOMER
Bills
Meters
Services

7.8341%74.1037%100.0000%CRGC
REVENUES
Gas Sales 15.7540% 2.3082%

INTERNAL FACTORS

1 .4967%100.0000%CRBRate Base 7.4432%82.7447% 8.3155%

INPUTS FOR RATIOS

1
2
3
4
5
s
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26



Schedule G7b
Page 2 of 2

ALLOIANT GAS LLC . PAYSON REGULATED DIVISION
Test Year Ended December 31 2018

Development of Allocation Factors by Customer Class

Allocation
Factor

Residential
121

Total
I l l

Commercial
U

School
L i l

Contract
£51

2746078
228.840

543807
45317

1 .47
66616
21 299

EXTERNAL INPUTS
DEMAND
Annual Usage (Therms)
Average Month Usage (Therms)
Max Capaeity Factor
Maximum Month Usage (Therms)
Maximum Excess

221.383
18.449

2.27
41.878
23430

1.99
315.765
157089

434816
205977

2.746.078
228.840

1 .900
434816
205.977

1904.110 76778
158.676 6398

1.65
10557
41s 9

8512085120 878
2.48
186
186

564
1.10

52
52

4.214
1.10
393
393

CUSTOMER
Bills
Relative Cost Factor
Equivalent Meters
E uivalent Services

7306
7.306

7306
7306

79464
1.00

6675
6675

REVENUES
Gas Sales $ 147.3221005519 s$6.382632 6.382.632 $ 4.729.769 s 500023 s

7.8400%
1.0064

Rate of Return (ROR)
Revenue Conversion Factor

1.54%
0.00%
0.00%

TAX FACTORS
Wld Cost of Debt
State Tax Rate
Federal Tax Rate

INTERNAL INPUTS

Rate Base CRB

Line

L19
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60 7906520 711.219 143013 794.568955532039555320



Alia rt Gas, LLC - Payson Division
Revenue Summary

Test Year Ended December 31, 2018

Exhibit
Schedule H1
Page 1
Witness: Bourassa

Dollar

Total
Revenues

at
Proposed

Rates'

Total
Revenues

at
Present
Rates'Classification

Percent
of

Present
Water

Revenues

Percent
of

Proposed
Water

Revenues
Line

M

Percent
Chanqe

Residential
Commercial
School
Contract

25.12%
22.47%
5.11%
4.83%

21 .24%

73.09%
7.72%

2.29%
15.61 %

98.71 °/<>Subtotals of Revenues

75.50%
7.80%
1.99%

13.51%
98.81%

$5,892,642
609,086
154,926

1 ,054,594
$7.711 ,248

Chanqe
$1 183,004

111 ,765
7 534

48,598
$1 350900

$4,709638
497,321
147392

1,005,997
$6360348

Revenue Annualizations:
$ $$ 0.37%

0.05%
6,436

803
28.75%
27.30%

Residential
Commercial

0.35%
0.05%

22,381
2940

28,816
3,742

28.59%Subtotal Revenue Annual 0.39% 0.51%7,23832,55925320

99.22%99.10%21 .27%Total Revenues w/ Annua $6385668 $7,743,806 $1358138

0.95%
0.05%

100.00%

0.78%
-0.01 %

100.00%

0.00%
85.54%
21 .12%

2,597
$1 360,735

61 ,051
(439)

$7,804,418

Purchased Gas Adjuster Revenues
Adjusted Misc Revenues 61 ,051
Reconciling Amount (3036)
Total Revenues $6,443683

1 . .
Includes purchased gas adjuster mechanism revenues.

1
2

3
4

5

6
7

8
9

10

11
12

13
14

15
16

17
18

19

20
21



Alia rt Gas, LLC Payson Divis ion
Analysis of Revenue by Detailed Class
Test Year Ended December 31 2018

Exhibit
Schedule H2
Page 1
Witness: Bourassa

Percent
of

Customers

Proposed Increase
Dollar Percent

Amount Amount
$ $$

Customer
Classification

Residential
Commercial
School
Contract

Average
Consumption

24
53

136

619 93.36%
4.95%
0.66%
1 .03%

14.89
26.52
13.36
55.35

25.12%
22.47%
5. 1 1 °/9
4.83%

(a)
Average

Number of
Customers

at
12/3112018

6622
351

47
73

Averaqe Bill
Present Proposed
Rates' Rates'

59.27 74.15
118.02 144.54
251 .33 27469

1145.78 1201.13

100.00%Totals 7.093

Actual Year End Number
of Customers: 7154

1 Includes purchased gas adjuster charges.

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15



Alia rt Gas, LLC Payson Division
Analysis of Revenue by Detailed Class
Test Year Ended December 31 2018

Exhibit
Schedule H2
Page 2
Witness: Bourassa

Percent
of

Customers

Median Bill Proposed Increase
Present Proposed Dollar Percent
Rates' Rates' Amount Amount

$ $$ 93.36%
4.95%
0.66%
1 .03%

to)
Average

Number of
Customers

at
12/31 /2018

6622
351
47
73

30.85%
32.19%
6.27%
5.03%

28.50
25.42
7611

660.52

Customer
Classification

Residential
Commercial
School
Contract

8.79
8.18
4.77

33.24

37.30
33.60
80.88

693.75

Median
Consumption

g
8

35
350

100.00%Totals 7093

Actual Year End Number
of Customers: 7154

1 Includes purchased gas adjuster charges.

Line
M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15



Alia rt Gas, LLC Payson Dlvision
Test Year Ended December 31 2018

Present and Proposed Rates

Exhibit
Schedule H3
Witness: Bourassa
Page 1

Proposed
Rates

Present
Rates

Percent
ChanqeChanqe

RATES

51 .30%
51 .50%

10.00
0.7907

5.13
0.41

15.13
1.1979

$
$

$
$

$
s

Residential
Basic service charge (monthly)
Delivery charge (margin rate per therm)[1]

15.13
0.6511

5.13
0.08

51 .30%
14.99%

10.00
0.5662

$
$

$
$

$
$

Commercial
Basic service charge (monthly)
Delivery charge (margin rate per therm)[1]

1 .ao
0.07

12.00
0.4750

13.80
0.5463

15.00%
15.01%

$
$$$

SchooI[2]
Basic service charge (monthly)
Average Delivery charge (margin rate per therm)[1]

34.50
0.6182

15.00%
15.31%

30.00
0.5361

4.50
0.08

$
$$$

Contract[2]
Basic service charge (monthly)
Average Delivery charge (margin rate per therm)[1]

Line
NJL
1
2
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18 [1] Excludes base cost of gas. The cost of gas is recovered solely through the Companys Purchased Gas Adjustor

mechanism. Through this mechanism the actual cost of gas flows through to customers.
[2] Delivery Charges for Schools and Contract are negociated: charges shown are at average negociated rates.

SERVICE CHARGES
Proposed

Rates
Present
Rates

$ 30.00
NT

35.00
70.00

s
$

30.00 35.00
50.00

$
$

$
$

45.00 50.00$ $

35.00
55.00

70.00
90.00

Establishment of Service
Regular Hours
Expedited

ReConnection of Service
Regular Hours

ReEstablishment after turn off
(Basic Service Charge times Months Disconnected)

Minimum Charge
Service Labor Charges Per Hour

Regular Hours
After Hours

s
$

s
$

100.00
30.00

35.00
25.00

s
$

$
s

Customer Requested Meter Test
Customer Requested Reread (if Correct)

$ $ 20.00
1 .50%

2%

15.00
1.50%

2%

NSF Check
Late Charge (per month)
Interest on Customer Deposits

NT $25.00Collection Fee
Notify of service termination
(tech delivers door hanger) and
terminate service

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
38
37
38
39
40
41
42
43
44
45

N/'I = no tariff



Exhibit
Schedule H4
Page 1
Witness: Bourassa

Alia rt Gas, LLC Payson Division
Bill Comparison of Present and Proposed Rates

Customer Classification Residential
Test Year Ended December 31, 2018

(Excludes all Revenue Related Taxes)

Usage
Percent
Increase

$$
Present Rates:

10.00$Monthly Minimum:

Charge Per Therm
All therms

0.7907
1 .2654
2.0561

$
$
$

Delivery Charge
Avg. PGA
To tai Charge per Therm

15.13$

Proposed Rates:
Monthly Minimum:

51 .so%
35.33%
30.1 1 %
24.93%
22.60%
21 .72%
21 .27%
20.79%
20.55%
20.41 %
20.31 %
20.11%
20.01 %
19.96%

Dollar
Increase

5.13
7.17
9.20

15.31
25.49
35.67
45.85
66.21
86.57

106.93
127.29
208.73
310.53
412.33

$
$
$
$
$
$
$
$
$
$
$
$
$
$

Present

M
10.00
20.28
30.56
61 .40

112.80
164.21
215.61
318.41
421 .22
524.02
626.82

1038.04
1552.06
2,066.08

5
10
25
50
75

100
150
200
250
300
500
750

1 ,000

Proposed

M
15.13
27.45
39.76
76.71

138.29
199.88
261 .46
384.62
507.79
630.95
754.11

1 246.77
1862.59
2,478.41

Charge Per Therm
All therms

1 .1979
1 .2654
2.4633

$
$
$

Delivery Charge
Avg. PGA
Total Charge per Therm

14.89 25. 12%59.27 $ 74.15 $

8.79 30.85%37.30 $

Average Usage
24 $

Median Usage
9 $ 28.50 $

1 Includes average PGA charges



Exhibit
Schedule H4
Page 2
Witness: Bourassa

Alia rt Gas, LLC Payson Division
Bill Comparison of Present and Proposed Rates

Customer Classification Commercial
Test Year Ended December 31, 2018

(Excludes all Revenue Related Taxes)

Usage
Percent
Increase

$$
Present Rates:

10.00$Monthly Minimum:

Charge Per Therm
All therms

0.7907
1 .2654
2.0561

$
$
$

Delivery Charge
Avg. PGA
Total Charge per Therm

15.18$

Proposed Rates:
Monthly Minimum:

Dollar
Increase

5.13
7.17
9.20

15.31
25.49
35.67
45.85
66.21
86.57

106.93
127.29
208.73
310.53
412.33

51 .30%
35.33%
30.11%
24.93%
22.60%
21 .72%
21 .27%
20.79%
20.55%
20.41 %
20.31 %
20.11%
20.01 %
19.96%

5
10
25
50
75

100
150
200
250
300
500
750

1 ,000

$
$
$
$
$
$
$
$
$
$
$
$
$
$

Present

M
10.00
20.28
30.56
61 .40

112.80
164.21
215.61
318.41
421 .22
524.02
626.82

1,038.04
1,552.06
2,066.08

Proposed

M
15.13
27.45
39.76
76.71

138.29
199.88
261 .46
384.62
507.79
630.95
754.11

1 246.77
1,862.59
2478.41

Charge Per Therm
All therms

1 .1979
1 .2654
2.4633

$
$
$

Delivery Charge
Avg. PGA
Total Charge per Therm

26.52 22 .47%118.02 $ 144.54 $

8.18 32.19%

Average Usage
53 $

Median Usage
8 $ 25.42 $ 88.60 $

1 Includes average PGA charges



Exhibit
Schedule H4
Page 3
Witness: Bourassa

Alia rt Gas, LLC Payson Division
Bill Comparison of Present and Proposed Rates

Customer Classification Schools
Test Year Ended December 31, 2018

(Excludes all Revenue Related Taxes)

Usade
$$

Present Rates:
12.00$Monthly Minimum:

Charge Per Therm
All therms

0.5662
1 .2654
1 .8316

$
$
$

Avg. Delivery Charge
Avg. PGA
Total Charge per Therm

18.80$

Proposed Rates:
Monthly Minimum:

Percent
Increase

15.00%
5.84%
5.27%
5.07%
4.96%
4.90%
4.86%
4.80%
4.77%
4.73%
4.70%
4.68%
4.67%
4.66%

Dollar
Increase

1.80
6.05

10.29
14.54
18.78
23.03
27.27
35.76
44.25
65.47
86.70

129.15
171 .60
214.05

$
$
$
$
$
$
$
$
$
$
$
$
$
$

50
100
150
200
250
300
400
500
750

1 ,000
1 ,500
2,000
2,500

Proposed

M
13.80

109.62
205.45
301 .27
397. 10
492.92
588.74
780.39
972.04

1 ,451 .16
1 ,93028
2888.52
3,846.76
4,804.99

Present

M
12.00

103.58
195.16
286.74
378.82
469.89
561 .47
744.63
927.79

1 ,385.68
1,843.58
2759.37
3,675.16
4,590.94

Charge Per Therm
All therms

0.6511
1.2654
1.9165

$
$
$

Avg. Delivery Charge
Avg. PGA
Total Charge per Therm

13.36 5.11°/0261.33 $ 274.69 $

4.77 6.27%

Average Usage
136 $

Median Usage
35 $ 80.88 $76.11 $

1 Includes average PGA charges



Exhibit
Schedule H4
Page 4
Witness: Bourassa

Alia rt Gas, LLC Payson Division
Bill Comparison of Present and Proposed Rates
Customer Classification Contract

Test Year Ended December 81, 2018

Present
BM'Usacie

$ $
Present Rates:

30.00$Monthly Minimum:

Charge Per Therm
All therms

0.5361
1 .2654
1.8015

$
$
$

Avg. Delivery Charge
Avg. PGA
Total Charge per Therm

34.50$

Proposed Rates:
Monthly Minimum:

Dollar
Increase

4.50
8.61

12.71
16.82
20.92
25.03
29.13
37.34
45.55
66.08
86.60

127.65
168.70
209.75

Percent
Increase

15.00%
7.17%
6.05%
5.60%
5.36%
5.21 %
5.11%
4.97%
4.89%
4.78%
4.73%
4.67%
4.64%
4.63%

$
$
$
$
$
$
$
$
$
$
$
$
$
$

Proposed

M
34.50

128.68
222.86
317.04
411 .22
505.39
599.57
787.93
976.29

1,447.18
1,918.08
2,859.87
3801 .66
4,743.44

50
100
150
200
250
300
400
500
750

1 ,000
1 ,500
2000
2,500

30.00
120.07
210.15
300.22
390.30
480.37
570.44
750.59
930.74

1 381 .11
1 ,831 .48
2,732.22
3632.96
4,533.69

Charge Per Therm
All therms1 Includes average PGA charges

0.6182
1 .2654
1 .8836

$
$
$

Avg. Delivery Charge
Avg. PGA
Total Charge per Therm

55.35 4.83%1,201.13 $1,145.78 $

5.03%33.24693.75 $660.52 $

Average Usage
619 as

Median Usage
350 $

1 Includes average PGA charges



Alia rt Gas, LLC - Payson Division
Test Year Ended December 31 2018

Customer Classification Residential

ExhibiI
Schedule H5
Page 1
Witness: Bourassa

Month
of

Month
of

Month
of

Mav

Month
of

Nov

Cumul
alive

Therms

Cun1ul
alive

Billing
Usage

To:

Month
of

Dec
Usage
From: M

Month
of

M M

Month
of

M
2.064

0

I

2

48
31

705
786
863
624
463
315
196
139

1550
57
34

779
778
726
650
529
368
288
212

l l
142
104

780
20
26

508
453
47 I
469
438
40 l
347
320
23

257
226

xo
58
34
45

811

28

23

530

550

561

482

505

440

403

306

17

308

264

229

170

140

147

I 12

3

91

68

89

21

28

22

17

Total

Year

I 3877

409

244

5.953
6.282
6 2 2 2

5. I 52

4.257

3.549
2.784
23 IN

143

I .948

I .714

I .430
I .293

I . I 98

1 086
I .04 l

I .938
47

28

745

801

832

657

442

32 I

225

154

10

98

82

5 I

33

25

2 l

12

I I

7

Monxh

o f

812
2.152

48

30

756

892

850

599

389

285

176

l 13

6

85

55

27

29

24

13

12

3

8

198

180

191

157

140

126

108

4

5 101
2

2
2

19

13

14

l

14

12

S

Mont h

o f

M Y
z. 146

56

27

765

908

842

583

395

305

173

99

5

75

S8

46

23

15

13

6

9

6

l

4

2

6

5

4

5

l2
3
4

8
6
I
5
2
7
6
3
6
3

l l
7
7
5
3 2

6
I
4
2
3
l

484

22

9

239

228

244

226

224

252

174

205

l l

156

173

152

168

133

126

131

13 I

143

10

148

125

133

120

148

125

107

932

2

88

90

6

63

53

44

34

37

22

19

23

l

19 2I

2 I

7
121
102
I I I

3

5

2

l

II

2

8

7

7

14

73

74

62

60

54

39

58

2

35

33

30

18

23

I

l

II

2 1

I 2

19

l 1

I( )

Month

o f

A P !
538

24

I()

255

250

245

273

276

278

237

243

18

226

212

205

197

206

193

202

159

160

19

147

162

139

157

123

110

98

118

I I

84

91

85

79

72

50

54

57

37 l

I

I

I

42
32
35
32
28

457

17

14

232

223

189

107

215

223

197

176

l l

167

159

128

135

140

105

137

134

138

12

138

152

138

116

137

123

130

127

8

133

128

117

I 17

99

91

96

92

98

6

81

S6
76

76

62

Month

o f

Jan

482

24

5

227

206

225

195

195

187

179

l 8*)

12

166

177

136

133

125

116

133

127

138

8

118

153

108

115

l 3x

112

101

120

7

112

103

118

121

116

94

103

94

77

9

73

87
76

79

60

I
2
4
6
8

10
I2
14
16
18
20
22
24
26
28
30
32
34
36
38
40
42
44
46
48
50
52
54
56
58
60
62
64
66
68
70
72
74
76
78
80
82
84
86
88

99
9 I
72
89
82
91
5

77
80
76
54
56

8
5
I
l
l
5
5
4
2
1

Mont h

o f

M ar

475

18

7

212

207

174

107

186

174

189

158

16

177

136

130

146

137

128

120

135

130

6

129

130

130

129

128

135

113

128

9

125

108

I 15

123

108

125

113

O |

94

4

91

71

83

80

71

|

I

944
948
68

874
868
794
76 I
7/x
699
622
675

45
637
582
587
567
524
46 l
474
430
406
27

378
370
358
329
284

4
6
8

10
12
14
I6
18
20
22
24
26
28
30
32
34
36
38
40
42
44
46
48
50
52
54
56
58
60
62
64
66
68
70
72
74
76
78
80
82
84
86

7
2
8
9
7
4
5

13877
14286
14530
20.483

26.765
32.987

38 I 39
42396

45.945

48729

5 I 043
5 I l 86
53. I 34

54.848
56278

57.57 I

58.769
59.855
6().806
61.840

62788

62.856

63730

64.598
65.392
66153
6694 I

67.640

68.262

68.937
68982

69.619

70.201

70788
7 I .355

7 l .879

72.340

72.814
73244

73.650

73.677

74.055

74425
74783

75.1 12

75.396

225

603

18.760

50.484

94349

140075

188014

234.329

276.228

315.682

3 I 8406
359.41 I

398.919

43474 I

469.716

504.518

538.238

572.643

605.73 I

640.854

643.509

679.387

716.755
752.524

788329
82698 I

862.665
895.662
932.82 I

935.388

973.003

1.008.534
1045.544

1.082427

l. l  17.562

1.149.394

1.183071

1214483

1.244.953

1.247.034

1.276.914

1306.903

1.336.635

1.364.616

1.389.338



Alia rt Gas, LLC - Payson Division
Test Year Ended December 31 2018

Customer Classification Residential

ExhibiI
Schedule H5
Page 1
Witness: Bourassa

Month
of

Month
of

Month
of
Jan

Total
Year

Cumul
alive

Billing
Usage

To:

Usage
From:

Month
of

MM

Month
of

Au

Month
of

Am M

Monxh
of

8 2
lI

I

I

Month
of

Nov
4
3
5

Month
of

Dec
60
58
5 I

Month
of

M
I
2
l I

Month
of

Mav
l
1
2
l

Il
I

I

1

I

II

I
I
l
2

2
3
8
3
5
2
5I

lI

47
49
74
99
87
52
52
25
21

67
44
54
2

52
31
96
90

103
37
54
20
3 l
22 16

29

23

25

3

21

19

34

40

49

15

17

19

l l

l l

2

1

I 223

I

I

Mont h

o f

M ar

58

57

56

3

52

59

103

129

100

50

63

38

30

22

29

7

15

13

19

9

72

70

62

3

66

49

100

104

104

60

56

29

31

25

34

8

10

9

16

7

2

I I

16

9

8

6

6

4

20

14

10

6

9

7

4

10

I I

2

6
2

8
9
5
5
I
5
2
3
6
2
I5

15

3
6
6
4
4
4
92

l

2
3
2

294
259
258

12
242
213
4 I x
468
450
216
248
133
126
97

l 17
49
57
43
53
34
17
32
39
14
20
33
29
20
21l

4
4
I

9
10
4
4
5
7
6
8
3
l

4
6
2
I

6

7

8

3

2

4

I

l2

I (I

5

3

2

l

I

l

l

I

I

I

I

I

I

3

2

3

2I

I

2
2
2
l
l
l
l

l
l
I

90

92

94

96

98

100

105

110

120

125

130

135

140

145

l5()

155

160

165

170

175

180

185

190

195

200

210

220

230

240

250

264

304

257

318

324

320

338

253

280

250

347

291

33 I

333

262

358

88

90

92

94

96

98

t oo

105

110

120

125

130

135

140

145

150

155

160

165

170

175

180

185

190

195

200

2 l()

220

230

240

264

304

257

318

324

320

338

253

280

250

347

291

33 I

333

262

358

I

2

I

l

l

I

75.690

75.949
76207
76.219

76.46 I

76.674
77092

77.560

78.010

78.226
78.474

78.607
78.733
78.830

78.947

78.996

79.053
79.096

79149

79 I 83

79.200

79232

7927 I

79.285
79.305
79.338
79.367
79.387

79.408

79.418
79423

79426

79.427
79428
79429
79.430

79.433
79.435
79438
79440

79.441
79443
79.444

79445
79.446

79.447

Cumul

al i ve

Therms

1.4 l 5.519

1439. I0 I

L463 I 08

1464.249

1.487.735

1508832

L55 I 698

1.602.032

1.653.804

1.680.275

1.7x 1007

L729.537

1.746.868

1.760.695
1.777.959

1785.433

1.794.414

1.801.403
1.810.284

L816. I 50

1.819. 169

1.825.010

1.831325

1.835.020

1.83897 I

1.845.738

L85 I .975

1.856.476

L86 l .4 l2

1863862

I .865. I8 I

1.866.093

1866.350

1866.668

1.866992

1.867.3 I2

1.868.325
1.868830

l . 86 ')668

L870. I 69

1.870.5 I6

L871 097

I .87 l 428

L87 I 76 I

1.872.022

1.872.380



Alia rt Gas, LLC - Payson Division
Test Year Ended December 31 2018

Customer Classification Residential

ExhibiI
Schedule H5
Page 1
Witness: Bourassa

Month
of

Month
of

Month
of
Jan

Total
Year

Month
of

Mav

Month
of

Nov

Cumul
alive

Billing

Month
of

Dec

Month
of

M

Month
of

M

Month
of

Au

Month
of

Am

Month
of

8 2

Month
of

Mar
I l

I
I
2I

I

I

I

I

1

1

I

I

I

Usage
From:

342

284

2307

255

420

275

I 7886

673

6.712

Usage

To:

342

284

2.307
255

420

275

I 7886

673

6.7 12
I

M M

394
27 I
273
402
356
35 I

394
27 I
273
402
356
35 I

I

l

I

I

I

I

2

I

I

I

I

I

l

l

1

l

Cumul

al i ve

Therms

1872.722

I 873.006

I .875.3 I3

I .875.823

1.876.243
1876.793

I £94679

1.895.352

I .902.064

1902.458

I *)02.728

1.903.00 I

I 903.403

1.903.759

1904 l  10

I .904. I 10

79.448

79.449

79450

79.452

79453

79455

79456

79.457

79.458

79459

79.460

7946 l

79462

79.463

79.464

79464

Totals 6612 6585665666746659 6644 66756581 65786595 79464
24
g

6.622
16

6571 6634
Average Usage
Median Usage
Average # Customers
Change in Number of Customers



Alia rt Gas LLC Payson Division
Test Ycair Ended December 31. 2018

Customer Classification Colnnmercial

E x h i b i t

Schedule H5
Page 2
Witness: Bourassa

Month
of

Month
of

Cumul
alive

Therms

Month
of

Nov

Usage

To:

Usage

From:

Cumul
alive

BillingMM

Month
of

Jan
33

Month
of

Am
30

Month
of

Dec
25

Month
of

Mar
2427

Total

Year
I .35 l220

2
42
22

Month
of

M
167

6
67
33
2 l
12
7
2

18
392
255
214
166
187
l l l

66
3

54
38
32
26
39
I5
l l

Month
of

M
225

2
36
25
15
9
5
3
3
4
2

17
6
6
l
3
6
I

Monxh
of

8 2
232

I
37
18
15
10
5
3
I
3
2

Month
o f

M Y
225

I
4 I
19
18

7
5
I
5
4
3

33
I
2

I()
II
15
l l
16
l l
9

12
18
7

23
17
24

2
2
I

91
91
99
70

141
124
I IN

2
I
2

13
14
20
15
3()
23
12
10
12
15
20
21
22
16
6 1

I

7
7
7

15
10
14
10
18
7

13
22
20
21
23
l l
10

3
2 I1 I

2
I
l
l
I
2

2
5
4
3
l
3
l
I
2
1
l

2
8
8
6
4
6
6
4
2
l

Month
of

Mav
77
3

56
45
36
25
27
14
8
9
6
4
6
8
6
2
2
3
2

Il2
2

l
I
2

2
I I

I I 2
2
Il

15
16
12
17
2()
13
12
10
23
13
19
20
12
16
10
12
10

8
6
5
5
9I

5
7
4
4
4
2

14
7
6

13
17
I I
15
8

13
7

34
27
16
19
9
8
9
7
8
7
3
6
6
6 I I I

8
7
7
7
8
5
5
4

I
I

3
2
I

2
2
l

I
7
z 7-

2 lI
l
l

I
l

2 l
I

II
I
I
4

I
I

I
I2

I I

5
8
5
2
7

I1
I

l
4
4
8
4
2
2
2

10
I

2

10
10
l l
5

10
9
6
7
7
4
4
5
7
4
3
4
7

10
3
l 2

z
I l

I 1

8
7
4
6

l l
4
4
I
4
2

3
5
4
4
3
4
4
3
5
3
I
I
I
5I

2
2
4
I I

1
I

2

7
2 2

l
ll Il

1
l

l

98
S9
64
4 l
43
39
36
33
33
22
30
23
3 I
33
24
18
30
S5
14
I0
8
9

22
7
I
4
1
I
I
I

I.
I
l
I I

0
I
5

10
15
20
25
30
35
40
45
50
60
70
80
90

100
l l ( )
120
130
140
150
160
I 70
180
190
200
220
240
260
280
300
400
450
500
550
600
700
800
900
160
022
.037
03 l

I
5

10
15
20
25
30
35
40
45
50
60
70
80
90

100
II( )
I 20
I 30
140
150
160
I 70
180
190
200
220
240
260
280
300
400
450
500
550
600
700
800
900

1.000
I I 60
I 022
1.037
I 03 I

185 I
L 369
176 l
2.016
2230
2396
2.583
2.694
2.785
2.876
2975
3045
3186
3.310
3423
3.52 I
3.580
3.644
3.685
3.728
3.767
3.803
3836
3.869
3.89 I
3.92 I
3944
3975
4.008
4032
4050
4.080
4.135
4. 149
4159
4167
4.176
4198
4.205
4.206
4.210
4.21 l
4.212
4213
4214
4.214

10
1206
3. 13 l
5.816
8.730

l2.*)47
16.005
18.967
22.384
26.596
29.925
37.687
45.753
54.234
62569
68.176
74.900
7*).6 l7
84.994
90.261
95.483

l 005*)*)
106.046
109.897
115449
l 19.035
126446
134.038
140.039
l 449()0
153.60 l
172.854
178.805
183.555
187.756
192.931
207.232
2 I 2.483
213833
217.133
218.293
219.315
220.352
221383
221.383



Al ia r t  Gas LLC Payson  Div is ion
Test Yeatr Ended December 31. 2018

Customer Classi fication Commercial

Ex hibi t

Sch e d u l e  H5

Page 2

Witness: Bourassa

Mon th

o f

Mon th

o f

Month

o f

Mon th

o f

Nov

Cum ul

al ive

Therms

Month
of

Mav

Total

Year

Month

o f

Jan

Month
of

Mar

Usage

To:

Mon th

o f

Dec

Usage

From:

Cumul

al ive

Bi l l i ng

Month

o f

M

Mon th

o f

MM (

Month

o f

A m

Mon th

o f

A u 812

344 350 357348354360357357Totals 348 342354 4.214

53

7.5

351

343

Average Usage

Median Usage

Average # Customers

Change in Number of Customers



Alia rt Gas LLC Payson Division
Test Year Ended December 31 2018

Customer Classification Schools

Exhibit

Schedule H5
Page 3
Witness: Bourassa

Usage

To:

Usage

From:

Cumul
alive

Therms

Month
of

Muv

Month
of

Dec

Month
of

4_4

Month
of

Am

Month
of

M
12 I

Month
of

M
2

Month
of

Mar
2

Month
of
Au

3 l

Month
of

Nov
2

2

Month
of

M!
26
I

10 6
2l

Month
of

812
30
3
4
2

Month
of

0_4
23
2
5
6

2
I I

l
I
I

21

I
l
2
I
3I

3
2
2

3

I

I

I

I

5

8
2
4
2
4
I
I

I
I

6
7
I
5
2
2
l

2
I

I

I

1

l

22
I

I
I
2
I
2
I

2
I

2
I l

I
I

2

2
2 2
4 1

2I 2.

I
322

I II

I
2
4
2
2
6
2

3
6
2

5
2

2
1
2
2
2l4 33

2

I
I
l3

I
I

II

I
2

I

2
l
2
2
2

l
I
3
2
2
I
I
3
l
I

I
3

I 2

I 2

I
2
I
2

3
I
l
3
I
I
2
I

4
I

I 22

2
2
I
I

3
2 II

I
I
I I 3
2 I

2
I
2
3 II 2

5 6
2

6
2

2
I
I

I
I
2
3
2
3
I
2

Total

Year
129

8
43
23
16
16
19
[3
15
5
9

12
13
34
13
18
3

14
l l
6
7
5
5

12
5
6
3
8
8
7

10
2

22
6
63

2 2

ll 23

2

2
I
I
I
l

2
I
l

6
l
8
I
3
2
I
I
Il

I

Cumul
alive

Billi nr
129
137
IS()
203
219
235
254
267
282
287
296
308
32 l
355
368
386
389
403
414
420
427
432
437
449
454
460
463
47 I
479
486
496
498
520
526
532
538
539
547
548
55 l
553
554
555
556
557
558
559

I

I

I

I
I

0
l
5

10
15
20
25
30
35
40
45
50
60
70
80
90

100
l 10
120
130
140
150
160
170
180
190
200
220
240
260
280
300
400
450
500
550
600
700
800
900

1068.7
2.893
I 174
2.573
2.090
3.747

4
136
309
510
79 I

1219
1.577
2066
2.253
2636
3.207
3923
6134
7.110
8.64 l
8926

10.397
11.662
12.413
13.358
14083
14858
16.839
17714
18.825
19.410
2 I .090
22.93 l
24.68 I
27.38 l
27.96 l
35663
38213
41.063
44.213
44.789
49.989
50.739
53.289
55.189
56.258
5915 I
60.325
62.898
64989
68.736

I
5

10
15
20
25
30
35
40
45
50
60
70
80
90

100
I l0
120
130
[40
150
160
170
I 80
190
200
220
240
260
280
300
400
450
500
550
600
700
800
900

I .000
I .069
2.893
I . l 74
2.573
2.090
3.747



Alia rt Gas LLC Payson Division
Test Year Ended December 31 2018

Customer Classification Schools

Exhibit

Schedule H5
Page 3

Witness: Bourassa

Month

o f

Nov

Cumul

al ive

Therms

Month

o f

Dec

Month

o f

M uv

Month

o f

Mar

Cumul

al ive

Billion!

Month

o f

M

Month

o f

LE

Month

o f

0_4

Month

o f

M

Month

o f

4_4

Month

o f

A u

Month

o f

A m

Month
of

i n
l

I
I

l

I

Total

Year

l

I
l

l

l

Usage

From:
l .028
2484

l . I 27

l . 13 l

2.272

Usage

To:

1.028

2.484

I . l 27
l  I3 l

2272

560

561
562

563

564

564
564

69764
72248
73875

74.506

76.778

76778

76.778
4747 5644747474747Totals 474747 47

136

35

47

0

47

Average Usage

Median Usage

Average # Customers

Change in Number of Customers



Contract

Alia rt Gas LLC Payson Division
Test Year Ended December 3 I . 2018

Customer Classification

Exhibi t

Schedule H5
Page 4
Witness: Bourassa

Month
of

Month
of

Cumul
alive

Therms

Usage

From:

Usage

To:

Cumul
alive

BillingM M

Month
of

M
7

Month
of

Jan
4 4

Month
of

Mav
4

Month
of

Mar
5

Month
of
Am

3

Month
of

Dec
2

Total

Year
76

Monxh
of

8 2
13 12

Month
of

Au
I I

Month
of

M
9

Month
of

Nov
2

2 222
2

6
2
I

2
2I

3
I
2
I

I

2
23

l

4
2
I
3
I

26
13
l l
7

13
9

I
2

I
2
4

2

4

I

I

I

I

I

2

2

I
2
I

3

1

I

5
I
2
2
2
l
I
I
II 2

2
2 2l2
l 2

3
I
2

I
2

2

I
l
l I

l
I

23
3
2

2
I 3

2

0
I
5

I0
I5
20
25
30
35
40
45
50
60
70

I
5

I0
15
20
25
30
35
40
45
50
60
70
80

2
I

13
12
15
9

12
14

6l

76
76

102
l 15
126
133
146
155
168
180
l*)5
204
216
230
236

79
I 77
316
438
732
979

l .403
1 .853
249 l
2.919
3.580
4.491
494 l

l
l

3I

2
l
I
l

2 2 2I

Il

I
2
l

I
I
I2

I
l
2 2

1 I

l
l
4

2
I
2
I
I
I

2
2
I

I
I
2
l
3
2l

l
l2

I

l

I

1

3

I

I I
13
13
10
14
I I
62I

1

I
I l1

l II
4
3
zl

I I 3
I
2 2I

I

2

I1

I

I

I

II III II
l 2

l
I
3
l I

2
2l

I1
7
3
5
l
2

1
6
I
3
6
4

8
3
5
3
2

I
2
4
3
3
1
2
52

7
5
3
5
I
9
l

4
6
2

I
I
7
2
3
4
5
5
I
3

7
3
5
5
2
5
3
5

5
I

l
4
2

13
2
4
8
8
7
8

76
40
50
45
33
51
38
31
29

4
5
2
lI

7
3
7
4
2
2
3
4
2

I

I

2
8
3
3
4
4
4
2
I
I

7
2
5
6
3
5
3
3
32

4
4
5
3
4
2
5
3
6

4
8
3
3
2
4
3
2
6

I

I

22
I
I
l
I

1

I

247
260
273
283
297
308
314
3 I 8
32 l
323
336
338
342
350
358
365
373
449
489
539
584
6 17
668
706
737
766
767
768
769
770

80
90

100
110
120
I 30
140
150
160
170
I 80
190
200
220
240
260
280
300
400
450
500
550
600
700
800
900

I .209
L086
lX70
2730

90
100
110
120
130
140
150
160
170
I 80
I 90
200
220
240
260
280
300
400
450
500
550
600
700
800
90O

I 000
| .209
L086
1.870
2730

5.877
7112
8478
9.628

1 1879
12865
13.735
14.355
14850
15.200
17.606
17.996
18.836
2()677
22.677
24.567
26.888
53492
70494
94.246

I 17873
136850
170.003
198.505
224.856
252408
253.617
254.703
256.573
259.302



Contract

Alia rt Gas LLC Payson Division
Test Year Ended December 3 I . 2018

Customer Classification

Exhibi t

Schedule H5
Page 4
Witness: Bourassa

Month
of

Monxh
of

Month
of

Month
of

Mar

Month
of

Mav

Month
of

Jan

Cumul
alive

Therms

Month
of

Nov

Total

Year

Month
of

Dec

Usage

From:

Cumul
alive

BillingM

Month
of

M

Month
of

M 82

Month
of

Au

Month
of

Am M
l
2

l
I I

I
I

I

I
I

I

l
1

l

1

l
I

I

l
I

I
I

l
I

I
I

l
l
I
l

I
l

I

I

I

l

I

I

I

I

I

I

I

I

I

I

I

l

l

I

l

l

I

l

l

I

I

I

I

II

I

I

I
I

l
I

I

I

I

I

I

I

I

I

I

l

I

l
I

l
I
l

I

I

l

I

I

I

I

I

I
I

77 I
773
774
775
776
777
778
779
780
78 l
782
783
784
785
786
787
788
789
790
79 I
792
793
794
795
796
797
798
799
800
80 l
802
803
804
805
806
S07
808
809
8 I o
81 l
8 I2
8 I3
8 I4
8 l5
8 I6
8 I7

261 .016
266.1 13
268.343
270.995
272.759
274.509
275.583
277.004
278.771
280.1 10
287956
295.440
296.516
304.787
31 1607
3 l 8. l 60
324273
330.284
335. l 97
340.978
346.896
355.030
363978
365.03 l
368.347
375.041
376 I 48
379. 100
385.253
388.521
39476 l
395.823
398.283
402. 1 S9
404. I 57
407.765
408.999
4 l 2. 1 1 1
415.239
4 l 7.928
421 .085
424097
426480
431.034
434297
440.294

Usage

To:
1.7 I3
2549
2.230
2.652
1.764
1751
1074
L42 l
1.766
1839
7846
7.484
1075
8.272
6820
6.553
6.1 13
601 I
4913
5.78 I
5919
8134
8948
L053
3.316
6.694
l l ( ) 7
2.952
6.153
3269
6240
L062
2409
3.926
1.99g
3.609
1.234
31 12
3 I 28
2.690
3.157
3.012
2383
4.554
3.263
5.996

1.7 l3
2549
2230
2.652
1764
1751
1074
142 I
1.766
1.339
7846
7.484
1075
8.272
6.820
6.553
6.113
6.01 l
4.913
578 I
5.919
8.134
8948
1.053
3.316
6.694
l. l( )7
2.952
6.153
3.269
()240
L062
2.409
3.926
1.998
3.609
1.234
3.1 12
3. I 28
2690
3. I 57
3.012
2383
4.554
3.263
5.996



Contract

Alia rt Gas LLC Payson Division
Test Year Ended December 3 I . 2018

Customer Classification

E x h i b i t

Schedule H5
Page 4
Witness: Bourassa

Month
of

Monxh
of

Month
of

Month
of

Jan

Month
of

Mar

Month
of

Mav

Total

Year

Month
of

Nov

Cumul
alive

Therms

Usage

To:

Month
of

Dec

Month
of

M

Month
of

M

Month
of

Au 82

Month
of

Am MM
l
I
l
I

l
l
I

l
I
I

I
l
l
1

I
l

I
I

I
I
I
I

I
l
I
I
l
l

l
I
I
I
I
l
I
I
l
I
I
I
I
I
I
I
I
I
I
I
I
l
I
l
l
I
I
I
I
I

I
I
I
I
I

I
I
I
I

I
I
I
I
I
I
I
lI

I
I

I
1
I

I
I

I
I
l
I
I
I
I
I

Cumul
alive

BIIIIIIE
8 18
819
S20
82 I
B22
823
824
825
826
827
828
829
830
83 I
832
833
834
835
836
837
838
839
840
84 l
842
843
844
845
846
847
S48
849
850
85 I
852
853
854
855
856
857
858
859
860
86 l
862
863

441 .854
444.016
445606
446.708
449.024
45 l .045
452397
454.973
457.299
458.624
460634
46 l .869
463208
464.395
465.449
466.53 I
468209
469309
470.8 16
472.995
474. 142
475. I62
476.4 la
480.85 l
482696
485. 140
486.489
487.500
488.622
492.529
493794
496.529
497.828
498.939
502756
505.350
506.568
507.784
5 l l .6 15
514.045
5 l 5. 14 l
517076
5 l 8. I 74
519.577
520.701
521 .720I

1.561
2.162
1590
I I 02
2.316
2021
L353
2.576
2.326
1.326
2010
1.235
1.339
1.187
L053
1082
1.678
1.100
l.5()7
2 I 80
1.147
1.020
1250
4440
1.845
2444
1349
101 I
1.122
3.907
1265
2734
1.299
l. l  I I
38 I7
2.594
1.218
1216
383 I
2430
1.096
1936
1098
1.403
1.123
1.020

Usage

From:
1.561
2. I 62
1590
I I 02
2.316
2.021
L353
2.576
2.326
1.326
2010
1235
1.339
1.187
L053
L082
1.678
1.100
1.507
2 180
1147
1.020
L250
4.440
1.845
2444
L349
L01 1
1. 122
3.907
1265
2.734
1.299
1.1 I I
38 I7
2.594
1.218
1.216
383 I
2.430
1.096
1936
1.098
1403
1123
1.020



Contract

Alia rt Gas LLC Payson Division
Test Year Ended December 3 I . 2018

Customer Classification

E x h i b i t

Schedule H5
Page 4
Witness: Bourassa

Month
of

Month
of

Month
of

Month
of

Mav

Cumul
alive

Therms

Month
of

Nov

Month
of

Jan

Month
of

Mar

Total

Year

Usage

To:

Month
of

Dec

Usage

From:

Cumul
alive

Billing

Month
of

M

Month
of

M

Month
of

Am 82

Month
of

AuM M
l
l

I
I

l
I
I
I
2
l

2
l
I
I

I
I
l
I
I
I
I
I

I
I
I
l
I
1

1.209
1.065
1132
2.008
1169
l.575
I . I 22
1178
IJ9()
2283
181 I
l.5 l4
2395
1.268

1.209
1.065
1132
2008
l I 69
1.575
| . l22
l . I7 8
1.190
2.283
181 I
1.514
2.395
1.268

864
865
S66
867
B69
870
87 I
872
873
874
875
876
877
878
878

522.930
523.994
525. l 27
527134
529.473
531.048
532.170
533.348
534.538
536.820
53863 l
540.145
542.540
543.807
543807

747472Totals 87871 7373 73 757373 73

619
350
73
2

74

Average Usage
Median Usage
Average # Customers
Change in Number of Customers
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Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Computation of Increase in Gross Revenue
Requirements As Adjusted

Line
M

Fair Value Rate Base $ 1,019,411

Adjusted Operating Income (273,652)

26.84%Current Rate of Return

$ 79,922Required Operating Income

7.84%Required Rate of Return on Fair Value Rate Base

353,574$Operating Income Deficiency

Gross Revenue Conversion Factor 1 .0086

$ 356,598
Increase in Gross Revenue
Requirement

$
$
$

2,353,188
356,598

2,709,786
15.15%

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

Dollar
Increase

Customer
Classification

Present
Rates

Percent
Increase

Proposed
Rates

$$$ 26.16%
7.61%

Residential
Commercial

778,505
1 ,921 ,254

161,406
135,808

617,099
1 ,785,445

Revenue Annualization
Subtotal

22.45%
12.36%

(2441 )
2,697,318

(1,993)
$ 2,400,551 $ $

(448)
296,767

58,099

1 ,732

(58,099)
13,531
(2,795)

13,531
(1 ,063)

Tax Savings Credits
Other Revenues
Reconciling Amount

Total of Revenues

100.00%
0.00%

-61 .97°/o
0.00%

15.15%$ 2,353,188 $ 2,709,785 $ 356,598

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1



Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Summary of Results of Operations

Exhibit
Schedule A2
Page 1
Witness: Bourassa

Description
Gross Revenues

Projected Year
Test Year Present Proposed

Prior Years Ended Actual Adjusted Rates Rates
12/31/2016 12/31/2017 12/31/2018 12/31/2018 12/31/2019 12/31/2019

$ 1,701,294 $ 1,665,642 $ 2,350,425 $ 2,353,188 $ 2,353,188 $ 2,709,786

2,629,8641 ,928,582 2,539,394 2,626,840 2,626,8402,080,218Revenue Deductions and
Operating Expenses

$ 79,922Operating Income (273,652) $

11,758

(188,970) $

11,758

(378,924) $

2,570 11,758

(273,652) $

11,758

(262,940) $

1,271Other Income and
Deductions

779Interest Expense

Net Income $

(15,699)

75,981

(15,699)

(277,593) $

(4,207)

(265,876) $

(15,699)

(277,593) $(176,432) $

(4,325)

(380,679) $

Common Shares N/AN/AN/AN/AN/AN/A

N/AN/AN/A
Earned Per Average

Common Share N/AN/AN/A

N/AN/A N/A N/A N/ADividends Paid N/A

N/A N/AN/AN/A N/A
Dividends Per

Common Share N/A

N/AN/A N/AN/AN/A N/APayout Ratio

-46.70% -28.71 % 12.57% 3.19%-14.72%-10.61°/>
Return on Average

Invested Capital

-22. 16% -8.29% 2.64%-14.72%58.31 % -10.97%
Return on Year End
Capital

37.55% 4.41%-62.89% -17.17%-12.39% -33.17%
Return on Average

Common Equity

39.76%-27.25% 9.43%-86.47% 4.83%20.38%
Return on Year End

Common Equity

Times Bond Interest Earned
Before income Taxes 4.09(18.43) (18.43)

5.84

Times Total Interest and
Preferred Dividends Earned
After Income Taxes (11.29) (16.68)
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Alliant Gas, LLC - Page Div is ion
Test Year Ended December 31, 2018

Summary of Capital Structure
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Projected
Year

12/31 /201 g
Prior Years Ended

12/31/2016 12/31/2017

Test
Year

12/31 /2018Description:

Short~Term Debt

908,125Long-Term Debt

Total Debt $$$$ 908,125

Preferred Stock

1,362,189975,787440,231 1,871,370Common Equity

$ 975,787 $ 1,871,370 s 2,270,314440,231 SBTotal Capital 8< Debt

Capitalization Ratios:

0.00% 0.00%0.00% 40.00%Long-Term Debt

0.00%0.00% 40.00%0.00%Total Debt

Preferred Stock

100.00% 60.00%100.00% 100.00%Common Equity

100.00% 100.00%100.00%100.00%Total Capital

1 .54%0.00%0.00% 0.00%
Weighted Cost of
Senior Capital
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Construction Expenditures
and Gross Utility Plant in Service

Net Plant
Placed

in
Service

Gross
Utility
Plant

in Service
Construction
Expenditures

Prior Year Ended 12/31/2016 215,362 4,1 15,207215,362

Prior Year Ended 12/31/2017 4,131,77077,218 16,563

Test Year Ended 12/31/2018 160,844 123,798 4,255,568

545,265 4,800,833545,265Projected Year Ended 12/31/2019
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018
Summary Statements of Cash Flows
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M
Prior
Year

Ended
12/31/2016

Projected Year
Present Proposed
Rates Rates

12/31/2019 12/31/2019

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2017

$ 75,981(265,876) $(380,679) $ (277,593) $(176,432) $

135,235
33,497

143,493
202,223

141,240
(5,824)

195,388
(241 ,022)

195,388
(241 ,022)

6,37785,816
40,156
13,918

(68,376)
(54,762)

(462,813) (14,407)
(63,906)

283,56852,233 (94,838)
6,931

$

(42,285)
14,139
56,070
7,165

(1)
239,019 S

(6,931 )
4,410
7,501

(2,369)

(1)
159,770 $

10,037
(2)

40,382

(7,310)
22,945

(593)
1

(789,275) SS

10,037
(2)

(313,192) $

(160,844) (447,564)(215,362) (77,218) (447,564)

$ (160,844) $ (447,564)(77,218) $(215,362) $ (447,564) $

908,125 1 ,049,555

$$$ $ $

$ $$

801 ,432
801 ,432
(65,061 )

177,924

112,864 1,072,015
1,072,015
1,150,190

112,864
1,263,054

(231 ,588)
676,537
(84,219)

1,263,054
1,178,835

(373,018)
676,537
269,355

1 ,263,054
1 ,532,409$ $

50,551
50,551
(5,041 )

182,965
177,924

SUPPORTING SCHEDULES:
E-3
F-2

1
2
3
4
5 Cash Flows from Operating Activities
6 Net income
7 Adjustments to reconcile net income to net cash
8 provided by operating activities:
9 Depreciation and Amortization
10 Depreciation and Amortization Adjustments
11 Changes in Certain Assets and Liabilities:
12 Accounts Receivable
13 Unbilled Revenues
14 Recoverable Gas Costs
15 Restricted Cash
16 Materials and Supplies Inventory
17 Prepaid Expenses
18 Deferred Charges
19 Receivables/payables to Associated Co.
20 Accounts Payable
21 Customer Meter and Security Deposits

Taxes Payable
22 Other assets and liabilities
23 Rounding
24 Net Cash Flow provided by Operating Activities
25 Cash Flow From Investing Activities:
26 Capital Expenditures
27 Plant Held for Future Use
28 Changes in debt reserve fund
29 Net Cash Flows from Investing Activities
30 Cash Flow From Financing Activities
31 Change in Restricted Cash
32 Proceeds from Long-Term Debt
33 Net receipt of contributions in aid of construction
34 Net receipts of advances in aid of construction
35 Repayments of LongTerm Debt
36 Distributions/Dividends Paid
37 Deferred Financing Costs
38 Paid in Capital
39 Net Cash Flows Provided by Financing Activities
40 Increase(decrease) in Cash and Cash Equivalents
41 Cash and Cash Equivalents at Beginning of Year
42 Cash and Cash Equivalents at End of Year
43
44
45
46
47
48
49
50
51



Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Summary of Rate Base
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Original Cost
Rate base

Fair Value
Rate Base

Line

M

$$ 4,703,131
3,519,429

4,703,131
3,519,429

Gross Utility Plant in Service
Less: Accumulated Depreciation

1,183,702$ $ 1,183,702Net Utility Plant in Service

Less:
Advances in Aid of Construction

Contributions in Aid of Construction 120,780120,780

Accumulated Amortization of CIAC (25,181)

79,737

(25,181 )

79,737Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Tax
Excess Accumulated Deferred Income Tax (11,043)(11 .0431

Plus:
Uriamortized Finance

Charges
Prepayments
Materials and Supplies
Allowance for Working Capital

Total Rate Base $ $1,019,411 1,019,411

SUPPORTING SCHEDULES:
B 2
B 3
B 5
E 1
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Alliant Gas, LLC - Page Division
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B2
Page 1
Witness: Bourassa

Adjusted
at end

of
Test Year

Actual
at

End of
Test Year

Line
b e

Proforma
Adjustment

Gross Utility
Plant in Service 4,703,131$ $4,255,568 447,564

3,519,4293,758,390 (238,961 )

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $ $497,177 1 ,183,702

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction Gross 120,780120,780

Accumulated Amortization of CIAC (1 ,055) (25,181)

79,737

(24,126)

79,737Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Tax
Excess Accumulated Deferred Income Tax (11 ,04a) (11 ,0431

Plus:
Unamortized Finance
Charges

Prepayments
Materials and Supplies
Working capital

Total $$ 320,787 1,019,41 1

RECAP SCHEDULES:
B 1

SUPPORTING SCHEDULES.
B-2, pages 2
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
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l
Proforma Adjustments

_2 Q Adjusted
at end

of
Test Year

PIant-in
Service

Actual
at

End of
Test Year CIAC

é
Excess

Deferred
Income Tax

Line
M ;

Accumulated
Depreciation

Gross Utility
Plant in Service $ $ 4,703,131447,5644,255,568

3,519,4293,758,390 (238,961 )

Less:
Accumulated
Depreciation

Net Utility Plant
in Service $ $497,177 $ 238,961 $ $447,564 $ 1,183,702

Less :
Advances in Aid of
Construction

120,780 120,780
Contributions in Aid of

Construction (CIAC)

Accumulated Amort of CIAC (24,126) (25,181)(1 ,055)

79,73779,737Customer Meter Deposits
Customer Security Deposits
Accumulated Deferred Income Taxes
Excess Accumulated Deferred Income Tax (11,043) (11,043)

Plus:
Unamortized Finance
Charges

Prepayments
Materials and Supplies
Allowance for Cash Working Capital

Total $ 35238,961 $ 1,055 $ 1,019,41111,043320,787 $ 447,564 $

SUPPORTING SCHEDULES:
B2, pages 3-6
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Alliant Gas, LLC - Page Division
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1

Plant-in-Servioe

Q
Ad'ustments

Q Q _EA E

Intentionally
Left

Blank
Shared

Assets Ad.

Intentionally
Left

Blank

intentionally
Left

Blank
PTY
Plant

63,800

Reconciling
Adustment

s s00s

Actual
Orginal

30,292 $$

Adjusted
Original

Cost
94 . 592

(21 .054)
15,272
18,900
88,615

188,696
I 19,993

2283,192
652,182
597,983

(500)
(av)

(52,579)
0

(0)
52,578 128,950

203.468
117.801

2,819,228
652.182
5971983
181,529

(110754)
(281)

(7,473)
7,474 74,556

14,941
351 ,332
13,244

14,659
233,105
95,273

DescriDtion
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment

Shop Equipment
Power Equipment
Miscellaneous

Acct .

374
302
374
362
376
380
381
383
391

391 1
392
394
396
398 189,597 193.3113,714

TOTALS s $$ 4,255,568 s 579,691 s 4,70a.1a1s (131,808) s(319) s

s 4,255,568Plant-in-Service per Books

447 564$Increase (decrease) in Plant-in-Service

447.564$Adjustment to Plant-in-Service

SUPPORTING SCHEDULES
B-2, pages 81 to 3.6
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Alliant Gas, LLC - Page Div is ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - A

Line

M

Reconcile Plant on GL to Fixed Asset Listing

Per
Adjustment

30,292 $ 500

Per
FA List

$ 30,792 $

188,696
119,993

2,283,192
652,182
597,983

188,196
119,956

2,230,613
652,182
597,983

52,578

(500)
(37)

(52,579)
0

(0)
52,578

14,659
343,859

20,717

(281 )
(7,473)
7,474

14,941
351 ,332

13,244

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

374
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 3,7143,714

TOTALS $ 4,255,249 $ 4,255,566 $ (319)

1
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - B

Line
M
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - C

Line
M
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4
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 D

Shared Assets Adjustment

Assets Reflected on Page Regulated Division and Shared with Another Division
Account Description Allocation Adjustment

362 Storage Tanks $ (21 ,054)
392 Transportation Equipment (190,922)

Increase(decrease) in Plant (211 ,977)

Assets Reflected on Another Division but shared with Page Regulated Division
Account Description Allocation Adjustment

362 Storage Tanks $ -
392 Transportation Equipment 80,169

Increase(decrease) in Plant 80,169

REFERENCE
Work papers
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - E

Line
N ;

PTY Plant

Orginal
Cost

63,800

15,272
18,900
88,615

128,950

74,556

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment

Shop Equipment
Power Equipment
Miscellaneous

Acct.

N g
374
302
374
362
376
380
381
383
391

391.1
392
394
396
398 189,597

TOTALS $ 579,691

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

17
18
19
20
21
22
23
24
25

26
27
28
29
30

REFERENCE
Testimony
Work papers
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - F

Line
M

INTENTIONALLY LEFT BLANK1
2
3
4
5
6
7
8
9
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13
14
15
16
17
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Alliant Gas, LLC - Page Divis ion
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2

Accumulated Denreciation
Line

M
E.B E

Adustments

Q. Q_A

Intentionally
Lef t

Blank

Reconciling

Ad*ustment

intentionally
Lef t

B lank

Shared

Assets Ad.

Adjusted
Acc um.

Dspr.

$

Actual
Orginal

Cost A/D
s 30,792

PTY
Plant ND

s

Remove
A/D

on Land
$ (30,792)

(11,580)
254
315

1 ,47s

129,816
58,967

2,009,252
579,626
507,712
50,693

130,070
47,701

2,010,727
579,626
507,712
52,8402,147

(177,561 )
14,549

143,740
19,269

14,549
321,301
15.541 3,728

Acct.

374
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 9,480 13,194a,714

36,427

Description
Land
Franchises and Consents
Structures and improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
o¢1i¢e Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous
Reconciling Difference (36,427)

TOTALS $s $8,758,390 s 17,399 $ 3,519,429(189,141) $(30,792) s(36 ,427) s

8,758,390$Accumulated Depreciation per Books

sIncrease (decrease) in Accumulated Depreciation (23B,961 )

Adjustment to Accumulated Depreciation $ _(§B,961)

pp RTIN HED LE
B.2, pages 4.1 to 4.6

1
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4

5
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Al l iant  Gas, LLC Page Div ision
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Line

M

Reconcile A/D on GL to Fixed Asset Listinq

A/D
Per GL

A/D
Per FA Listinq Adustment

$ 30792 s (30792)

129816
58967

2009252
579626
507712

50693

14549
321301
15541

Acct.

374
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 3714

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous
Reconciling Amount

TOTALS $ 3758390 s 3721963 s (36427)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
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Testimony
Work papers
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All ian t Gas, LLC - Page Div is ion
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Line
N ;

Remove A/D on Land

M
$ (30,792)

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

N g
374
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

TOTALS $ (30,792)

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

REFERENCE
Testimony
Work papers
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - C

Line
M

INTENTIONALLY LEFT BLANK1
2
3
4
5
6
7
8
9

10
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15
16
17
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - D

Shared Assets ND Adjustment

Assets Reflected on Page Regulated Division and Shared with Another Division
Account Description Allocation Adjustment

362 Storage Tanks $ (1 1 ,580)
392 Transportation Equipment (190,922)

Increase(decrease) in Plant (202,503)

13,361
13,361

Assets Reflected on Another Division but shared with Page Regulated Division
Account Description Allocation Adjustment

362 Storage Tanks $
392 Transportation Equipment

Increase(decrease) in Plant

Line

1
2
3
4
5
6
7
8
g
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

REFERENCE
Testimony
Work papers
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 , 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - E

PTY Plant A/D

Orginal
CostYears

$
Cost

$ 63,800

254
315

1,475

15,272
18,900
88,615

128,950 2,147

74,556 a,728

Depr.

0.00%
0.00%
3.33%
3.33%
3.33%
3.33%
3.33%
3.33%
6.67%

20.00%
33.33%
10.00%

6.67%
10.00%

0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5
0.5

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

M
374
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 189,597 9,480

TOTALS $ 17,399

Line

[
1
2
3
4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

PP RTIN H
Testimony
B-2 page 3.5
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 2018

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - F

Line
M

INTENTIONALLY LEFT BLANK1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment 3

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization

Line

M

Gross
CIAC

120,780Computed balance at end of TY

Book balance at end of TY 120,780 24,126

$

$

$ 1,055

Accumulated
Amortization

$ 25,181

$

$Increase (decrease)

$ $Adjustment to CIAC/AA CIAC
Label 3a

(1 ,055)
Sb

SUPPORTING SCHEDULES
E 1
Work papers

1
2
3
4

5
6
7
8
g
10
1 1
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Exhibit
Schedule B-2
Page 6
Witness: Bourassa

Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Original Cost Rate Base Proforma Adjustments
Adjustment 4

Excess Accumulated Deferred Income Taxes

$ (33,260)
(22,216)

Accumulated Deferred Income Tax Liability (Asset) at 2017 Tax Rates
Accumulated Deferred Income Tax Liability (Asset) with no income taxes

$ (11 ,043)Excess Accumulated Deferred Income Taxes Liability (Asset)

Adjusted TY Excess Accumulated Deferred Income Taxes

$ (11 ,043)Increase (Decrease) in Excess Deferred Depreciation

SUPPORTING SCHEDULES
Workpapers

Line

1
2
3
4
5
6
7
8
9

10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Computation of Working Capital

Exhibit
Schedule B-5
Page 1
Witness: Bourassa

Line

M

107,146$
Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

$ 107,146Total Working Capital Allowance

$Work ing  Cap ltal Reques ted

Ad Tes Year
2,626,840$

$

Total Operating Expense
Less:
Income Tax
Property Tax
Depreciation
Purchased Gas

195,388
19,955

1,554,332

$

$

857,165
107,146

Allowable Expenses
1/8 of allowable expenses

RECAP SCHEDULES:
B-1

SUPPORTING SCHEDULES:
E-1

1
2
3
4
5
6
7
8
g

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



All ian t Gas, LLC - Page Div is ion
Test Year Ended December 31 , 2018

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

Test Year
Adjusted
Results

Test Year
Book

Results

Adjusted
with Rate
Increase

Proposed
Rate

Increase
Line

M Adjustment
Revenues

$ 2,341,650 $ 2,339,657 $ 356,598 $ 2,696,255(1 ,993) $Gas Revenues
Unbilled Revenue
Other Misc. Revenues 13,531

2,709,786356,598 $
8 7 7 5

2,350,425 $s $

13,531
2,353,188 $

4,756
2,763

Operating  Expenses
$ $$ $ 292,584

76,494
282,750

74,668
292,584

76,494
9.834
1 ,826

1 ,554,3321 ,555602 1 ,554,332(1 ,270)

(4)

27.001
8,427

30,994
3,412

90
3,525

202,181

27,001
8 4 2 7

3 0 9 8 9
3,412

90
3,525

202,181

27,001
8,427

3 0 9 8 9
3,412

90
3,525

202,181

26.597
55,573
13,200
15,349

2,915
401

21 ,515
4,004

21 ,850

26,597
55.573
13,200
15,349

2,915
401

21 ,515
4,004

21 ,850

26.597
55,573
13,200
15,349

2,915
401

21 ,515
4,004

21 850

12,844 3,024

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance - Worker's Comp.
Insurance Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income

7,11 1
26,743

135,235
20,059

193

60,154
752

3,310

19,955
26,743

195,388
20,81 1

3,503

22,979
26,743

195,388
20,81 1

3,503

$
$

$
$

$
s

3.024
353,574

2,629,864
79,922

2,539,394
(188,970)

2,626,840 $
(273,652) $

8 7 4 4 6 $
(84,683) $

$
$

$
$

$
$

11 ,758
(15,699)
(3,941 )
75,981353,574

1 1 ,758
(15,699)
(3,941) $

(277,593) $

Property Taxes
Income Tax

Total Operating  Expenses
Operating  Income
Other  Income (Expense)

Interest Income
Other Expense
Gains(losses) From Write Down of PPE
Interest Expense

Total Other  Income (Expense)
Net Profit (Loss)

11 ,758
779

12537
1176,432)

(16478)
(16478) $

1101,161) $

RECAP SCHEDULES:
A 1

SUPPORTING SCHEDULES:
C1, page 2
E 2

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49
50



Alliant Gas, LLC - Pag e Divis ion
Test Year Ended December 31, 2018
Income Statement

ExhibiI
Schedule C-1
Page 2.1
Witness: Bourassa

1 z 3_3
intentionally

Lei!
Blank

Q
Intentionally

Lef t
B lankDepreciation

LABEL>>>>>
Test Year

Book
Re  ul

Revenue
Ann l i z  i n

Properly
Tax

$ s2,341 ,so (1 ,993)
Revenues

Gas Revenues
Unbilled Revenue
Other Misc. Revenues

s

8,775
2,350,425 $s$$s

4,756
2,753

Operat ing Expenses
s 282,750

74,668

1 ,555,602 (1 ,270)

(4)

27,001
a,427

30,994
3,412

90
3,525

202,181

26,597
55,573
13,200
15,349
2,91 s

401
21 ,515
4,004

21,850

60,154

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance . Worker's Comp.
Insurance _ Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation a Amortization Expense

7.111
26,743

135,235
20,059

193 3,310

(1,274) $
4.037 $

s
$

$
$

$
$

3,310 $
(3310) $

2,539,394
(188,970)

60,154 $
(60,154) $

$
$4,037

$
$

$
s

- s
(60,154) $

11,758
779

12,537 $
(176,432) $

Taxes Other Than Income
property Taxes
Income Tax

Total Operatlng Expenses
Operat ing Income
Other  Income (Expense)

Interest Income
Other Expense
Gains(Iosses) From Write Down of PPE
Interest Expense

Total Other Income (Expense)
Net Profit (Loss)

- $
(3 ,310) $

SUPPORTING SCHEDULESI
C-2
E-2

Line

1
2
3
4
5
G
7
B
9
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49



Alliant Gas, LLC - Page Division
Test Year Ended December 31, 2018
Income Statement

Exhibi!
Schedule C-1
Page 2.2
Witness: Bourassa

§ 2 L0

Interest
Adjusted
with Rate
Increase

z
Intentionally

Leh
Blank

§
Intentionally

Leh
Blank

Labor
Allocation Ad

Bad Debt
Ex n

Tes!Year
Adjusted
Re It

Proposed
Rate

In  r  a en hr niz ion

$ 2,339,657 s 2,695,255356,598 $
Revenues

Gas Revenues
Unbilled Revenue
Other Misc. Revenues 13.531

2,709,786ss $ 356,598 s$
13.531

2,353,188s$$
Operating Expenses

$ $292.584
76,494

9,834
1 ,a2e

292,584
76,494

1 ,554.332 1 ,554,332

27,001
8.427

30,989
3.412

90
3,525

202.181

27,001
8,427

30,989
a,412

90
a,525

202,181

26.597
55,573
13,200
15,349
2,915

401
21,515
4.004

21,850

26,597
55,573
13,200
15,349
2,915

401
21,515
4,004

21 ,eso

12,844 3,024

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
FreightCosts
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services - Legal
Contractual Services - Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance . Worker's Comp.
Insurance _ Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation a Amortization Expense

752

22,979
26,743

195,388
20,81 1
a,50a

19,955
26,743

195,388
20,811
3,503

$
s

s
$

$
$

s
s

2,629,864
79,922

$
$

3,024
353,574

12,413 $
(12413) $

2,626,840 $
(273,652) $

12,844 $
(12,8441 $

$
$

$
$

$
$

$
$ 353,574

11,158
(15,G99)
(3,941 )
75,981

$
(12,413) $

- s
(12,844) $

Taxes Other Than Income
property Taxes
Income Tax

Total Operatlng Expenses
Operating Income
Other Income (Expense)

Interest Income
Other Expense
Gains(Iosses) From write Down of PPE
Interest Expense

Total Other Income (Expense)
Net Profit (Loss)

(16,478l
(16,478) $
(16,478) $

11,758
(15,699)

(3,941) $
(277,593) $

RECAP SCHEDULES:
C-1, page 1

SUPPORTING SCHEDULESI
C-2
E-2

Line

1
2
3
4
5
G
7
B
9
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49



Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Adjustments to Revenues and Expenses

Exhibit
Schedule C-2
Page 1
Witness: Bourassa

Subtotal2l 5
Intentionally

Left
Blank

Adjustments to Revenues and Expenses
Q é

Intentionally
Lelt

Biaruk
Property
Taxes

§
Intentionally

Left
BlankDepreciation

Revenues

Revenue
Annualizaticn

2,783 2,763

(1 ,274)3,31060,154 62,189Expenses

Operating
Income 4,0a7 (59,426)(60,154) (3,310)

Interest
Expense

Other
Income /
Expense

Net Income 4,037(60,154) (59,426)(3,310)

Subtotal§
Adjustments to Revenues and ExDenses

3 m

Labor
Allocation Ad..

Z
lnter1tlonaIIy

Left
Blank

Interest
Svnchronization

Bad Debt
Expense

Revenues 2,763

12,413 12,844 87,446Expenses

Operating
Income (84,683)(12,844)(12,413)

(16,478) (153478)
Interest
Expense

Other
Income /
Expense

Net Income (101,161)(12,844)(12,413) (16,478)

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

39
40



Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Adjustments to Revenues and Expenses
Adjustment Number 1

Delirreciation Exnense

Adjusted
Original

Cost
Provosed

Rates
De rec iation

EXU8I'1Se

Original
Cost

94,592

Non-depreciable/
Full De reeiated

(94,592)

6,775
3,923

77,230
21 ,718
19,913
6,045

203,468
117,801

2,319,228
652,182
597,983
181,529

203,468
1 17,801

2,319,228
652,182
597,983
181 ,529

1,653
108,366
87,800

14,659
233,105
95,273

331
36,118
8,780

(13,006)
(124,739)

(7,474)

Descri son
374 Land
302 Franchises and Consents
374 Structures and Improvement
362 Storage Tanks
376 Distribution Mains
380 Services
381 Meters
383 Regulators
391 Office Furniture and Equlpmeni
391 Computers and Software
392 Transportation Equipment
394 Shop Equlpmenl
396 Power Equlpmenl
398 Miscellaneous 189,597193,311 18,960(3,714)

0.00%
0.00%
3.33%
3.33%
3.33%
3.33%
3.33%
3.33%
6.67%

20.00%
33.33%
10.00%
6.67%

10.00%
0.00%Reconciling Amount

TOTALS 4,459,607 199,7934,703,131 $ $$ (243,524) $

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24 Amos. Rate

44801%
91158%

Gross CIAC

s 120,780
$ (11 ,043>

$
$
$

(5,411)
1,007

195,388

Less: Amortization of Contributions
Amortization of Excess Accumulated Deferred Income Taxes

Total Depreciation Expense

135,235Adjusted Test Year Depreciation Expense

60,154Increase (decrease) in Depreciation Expense

$ 60,154Adjustment to Revenues and/or Expenses

25
26
27
28
29
30
31
32
33
34
35
36
37

SUPPORTING SCHEDULE
B-2, page 3
Work papers



Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Alliant Gas, LLC - Page Division
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 2

Property Taxes

$ 3,503
193

2018 Property Taxes Account R0029420
Test Year Property Taxes

$ 3,310Increase(decrease) Property Tax Expense

$ 3,310Adjustment to Revenue and/or Expense

Reference
Coconino County Treasurer 2018 Property Taxes

Line

M
1
2
3
4
5
6
7

8
g
10
11
12
13
14
15
16
17
18
19
20



Exhibit
Schedule C-2
Page 4
Witness: Bourassa

All ian t Gas , LLC - Page Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 3

INTENTIONALLY LEFT BLANK

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20



Exhibit
Schedule C-2
Page 5
Witness: Bourassa

All ian t Gas , LLC - Page Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 4

Revenue Annualization

Revenues
Revenue Annualization $ (1 ,993)

$
$

Increase(decrease) in Gas Sales (therms)
Average Purchased Gas Adjuster Charge
Increase(decrease) in Purchased Gas

(1,021)
1.2445
(1 ,270)

$
$

(9)
0.50

(4)

Increase(decrease) in Annual Billings
Postage per billling
Increase(decrease) in Office Supplies and Expense

$ 4,756Annualization of Misc Revenues from Increases in Misc Charges

$ 4,037Adjustment to Revenue and/or Expense

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

17
18
19
20

SUPPORTING SCHEDULES
H-1
Work Papers



Exhibit
Schedule C-2
Page 6
Witness: Bourassa

All ian t Gas , LLC - Page Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 5

Intentionally Left Blank

Line

M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20



Exhibit
Schedule C-2
Page 7
Witness: Bourassa

All ian t Gas , LLC - Page Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 6

Intentionally Left Blank

Line

M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20



Exhibit
Schedule C-2
Page 8
Witness: Bourassa

All ian t Gas , LLC - Page Div is ion
Test Year Ended December 31 , 2018

Adjustment to Revenues and Expenses
Adjustment Number 7

Intentionally Left Blank

Line

M
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20



Exhibit
Schedule C-2
Page 9
Witness: Bourassa

All iant Gas LLC Page Div ision
Test Year Ended December 31 2018

Adjustment to Revenues and Expenses
Adjustment Number 8

Labor Allocation Adustment

$ 103,518
0.095

$ 9834

Financial Specialist
Compensation
Page Allocation Factor
Increase in Salaries and Wages

$ 7,919
0.095

Payroll Taxes @7.65%
Page Allocation Factor
Increase in Taxes Other Than Income 752$

$ 19,221
0.095

Benefits
Page Allocation Factor
Increase in Taxes Other Than Income $ 1 826

$ 12,413Increase(decrease) in Expenses

$ 12413Adjustment to Revenue and/or Expense

SUPPORTING SCHEDULES
Testimony
Work papers

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27



Exhibit
Schedule C2
Page 10
Witness: Bourassa

All iant Gas, LLC - Page Division
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 9

Bad Debt Expense

$

$

2353188
0.84800%

19955

Adjusted Test Year Revenues
3-year average Bad Debt Expense Rate
Projected Bad Debt Expense

$ 7111Test Year Bad Debt Expense

$ 12844Increase (decrease) in Bad Debt Expenses

$ 12844Adjustment to Revenue and/or Expense

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Testimony
Work papers



Exhibit
Schedule C-2
Page 11
Witness: Bourassa

Allian t Gas, LLC - Page Div is ion
Test Year Ended December 31, 2018

Adjustment to Revenues and Expenses
Adjustment Number 10

Interest Svnchronization

Line

M

$ 1,019,411
1.54%

$ 15,699

Fair Value Rate Base
Weighted Cost of Debt
Interest Expense

$ (779)Test Year Interest Expense

16,478Increase (decrease) in Interest Expense

$ (16,478)Adjustment to Revenue and/or Expense

Weiqhted Cost of Debt Computation

Cost

3.85%

10.50%

Weighted

Cost

1 .54%

6.30%

7.84%

Debt

Equity

Total

Percent

40.00%

60.00%

100.00%

1
2
3
4
5
6
7
8
9
10
11
12
13
14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Computation of Gross Revenue Conversion Factor

Exhibit
Schedule C3
Page 1
Witness: Bourassa

Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
0.00000%

0.84800°/>Uncollectible Rate

0.00000%Property Taxes

0.84800°/0

99. 152%

Total Tax Percentage

Operating Income % = 100% - Tax Percentage

- Gross Revenue Conversion Factor
1 .0086

1
Operating Income %

RECAP SCHEDULES:
A1

SUPPORTING SCHEDULES:
C3. page 2

Line

1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42



Alliant Gas, LLC - Page Division
Test Vear Ended December 31, 201s

Exhibit
Schedule C-3
Page 2
Witness: Bourassa

GROSS REVENUE CONVERSION FACTOR

(C) (D)(B)(A) [E] [F]
Description

Line
NL;

1
2
3
4
5
6

100.0000%
0.B480%

99.1520%
0.0000v,

99.1520%
1 .008553

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollecible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Properly Tax Rate (Line 23)
Subtotal (La - L4)
Revenue Conversion Factor (L1 / L5)

100.0000%
0.0000%

100.0000%
0.84B0%

084B0%

7
8
9

10
11

Caleulatian of Uncollectible Factor:
Unity
Combined Federal and Stale Tax Rate (L17)
One Minus Combined Income Tax Rate (L7 » L8 )
Uncollectible Rate
Uncollectible Factor (L9 ' L10 )

100.0000%
0.0000%

100.0000%
0.0000°/>
0.0000%

12
13
14
15
16
17 0.0000%

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (L55 Col F)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

100.0000%
0.0000%

100.0000%
0.()000%

0.0000°/°
0.0000%

1B
19
20
21
22
23

Calculation of Effective Pranenv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Hate (L18-L19)
Property Tax Factor
Effective Property Tax Factor (L20*L21)
Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

$
$

79,922
(273.652)

24
25
26 353,574$

Required Operating Income
AdjustedTest Year Operating Income (Loss)
Required Increase in Operating Income (L24 - L25)

$
$

27
28
29 $

Income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28)

$

s
$

2,709.786
0.8480%

22,979
19,955

30
31
32
33
34 $ 3,024

Recommended Revenue Requirement
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year UncoIIec\ible Expense
Required Increase in Revenue to Provide for Uncollectible Exp.

3,503
3.503

$
$

35
36
37 s

Property Tax with Recommended Revenue
Property Tax on Test Year Revenue
Increase in Property Tax Due to Increase in Revenue (L35-L36)

$ 356,59838 Total Required Increase in Revenue (L26 + L29 + L37)

FEBA C (D)

_ _
F I

$ $$ $

$ s $s

Gas
2,709,786
2,629,864

15,699
84,223

0.0000%

Total
2,709,786
2,629,864

15,899
64,223

00000%

Gas
2,353,188
2,626,840

15,699
(289,351 )
0.0000%

$
$

$
$

$
$

s
s

$
$ 54,223

D.0000%
(289,351 )
D.000D%

Total
2,353,188
2,626.840

15,699
(289,351 )
0.0000%

- s
(259,351) $
0.0D00%

64,223
0.0000%

Calculation of Income Tax:
Revenue
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L39 - L40 - L41 I
Arizona State Effective Income Tax Rate (see work papers)
Arizona Income Tax (L42 x L43)
FederaI Taxable Income (L42- L44)
Federal Income Tax Rate
Federal Income Tax Rate $$ $ $s

$$ $ s$$

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

Total Federal Income Tax
Combined Federal and State Income Tax (Las + L42) H H

0 0 0 0 0 %COMBINED Applicable Federal Income Tax Rate [Col. [D], L53 - Col. [A], L53 / [Col. [D], L45 - Col. [A], L45]55
56
57 0.0000%Gas Applicable Federal Income Tax Rate [COL [FJ, L53 - Col. [C], L53] / [COL [F], L45 - Col. [C], L45]

58
59
60

Gas
$ 1,019,411

1_540()%
15,699$

Ealculatian of Interest Svnchranizatian:
Rate Base
Weighted Average Cost of Debt
Synchronized Interest (L59 x L60)



All ian t Gas, LLC - Page Div is ioh
Test Year Ended December 31, 2018

Comparative Balance Sheets
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Line

No Test
Vear

Ended
12/31 /2018

Year
Ended

12/31/2016

Year
Ended

12/31 /2017

$ 4,255,568 $  4 ,131 ,770 $ 4,115,207

60,55597,701

ASSETS
Plant In Service
Non-Utility Plant
Construction Work in Progress
Property Held for Future Use
Accumulated Depredation
Net Plant $ $$

3,586,788
6051637

3,758,390
594,878

3,447,446
667,751

177,924$ 112,863$1263,053 $

110.773
113,994

172,772
183,163

179,149
168,758

38,304102,210 (424,509)

(188,730)
1 6,931

94,838
(0)

CURRENT ASSETS
Cash and Equivalents
Restrf coed Cash
Accounts Receivable, Net
Unbilled Revenues
Miscellaenous Receivables
Recoverable Gas Costs
Receivable from Assoc. Co.
Notes Receivable
Materials and Supplies
Prepayments
Other Current Assets

Toiai Current Assets $$ 593,910$ 1 ,532,470 (14.887)

$$ $

OTHER ASSETS
Trademarks, net of Anion.
Goodwill, net of Amort.
Cther Deferred Debits
Other Non-Current Assets
Other Assets

$
$

$
$

$
$

TOTAL ASSETS 652,8742,127,349$ $$ 1,199,547

LIABILITIES AND STOCKHOLDERS' EOUITV

$$1 ,B71,370$ 975,787 440,231Sinckholder's Equity

$$ $Long-Term Debi

$$$ (42,285)

65,59879,737 72,908

35,501 12,55691,571

CURRENT LIABILITIES
Accounts Payable
Recoverable Gas Costs Payable
Current Portion of Long-Term Debt
Payables to Associated Companies
Security Deposits
Customer Meter Deposits, Current
Current Portion of AIAC
Accrued Taxes
Accrued Interest
Other Current Liabilities
Total Current Liabilities $

30,303
159,325

23,730
109,194$$

23,137
124,236

$$$

120,780
(17,330)

120,780
(21 ,258)

120,780
(24,126)

DEFERR ED CREDITS
Customer Meter Deposits, less current
Advances in Aid of Construction
Advances in Progress
Accumulated Deferred Income Taxes
Contributions in Aid of Construction
Accumulated Amortization
Contributions in Progress
Total Deferred Credits $99,524$ 96,654 $ 103,449

$$ $ 1,199,5472,127,349 652,874Total L>abilities & Common Equity

RECAP SCHEDULES:
A-3

1
2
3
4
5
s
7
8
g
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30

31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
e t
62

63
64
65
66
67

SUPPORTING SCHEDULES:
Work papers
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Comparative Income Statements
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Prior
Year

Ended
12/31 /2017

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2016

Revenues
$ 2,341,650 $ 1,530,988 $ 1 ,574,882Gas Revenues

Unbilled Revenues
Other Misc. Revenues 126,412

1,701,294
8,775

2,350,425
134,654

1 ,665,642Total Revenues
Operating Expenses

$

$

$

$

$

$ 282,750
74,688

271 ,774
86,053

254,852
49,155

1,555,602 872,813
10,233

933,398
1,419

43,270
24,495
28,525
2,922

34,829
11 ,012
24,776

3,643

27,001
8,427

30,994
3,412

90
3,525

202,181 305,017 444,583

31,367
23,456
13,200
14,917
2,387
1,175

13,232

17,494

10,723
23,493
13,200
19,424
3,885
1,702

18,015
1 ,035

17,001

26.597
55,573
13,200
15,349

2,915
401

21,515
4,004

21,850

7,1 11
26,743

135,235
20.059

193

433
18,379

141,240
22,258
8,892

12,246
11 ,120

143,493
18,405
3,859

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Freight Costs
Vaporization Costs
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services - Accounting
Contractual Services Legal
Contractual Services Management
Contractual Services Testing
Contractual Services Other
Equipment Rental
Rents Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance Worker's Comp.
Insurance - Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

$
$

$
S

2,080.218
(378,924)

2,539,394
(188,970)

1928,582 $
(262,940) $

$
$

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other Expense
Gains(losses) From Write Down of PPE
Interest Expense

Total Other Income (Expense)
Net Profit (Loss)

2,570
(4,325)
(1 ,755)

(380,679)

11,758
779

12,537 $
(176,432) $

(978)
2,249

(4,207)
(2,936) $

(265,876) $

SUPPORTING SCHEDULES:
Work papers

Line

N_Q=
1
2
3
4
5
6
7
8
9

10
11
12
1a
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

46
47
48
49
50
51
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Exhibit
Schedule E3
Page 1
Witness: Bourassa

Prior
Year

Ended
12/31 /2016

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2017

$ (176,432) $ (265,876) $ (380,679)

135,235
33,497

143,493
202,223

141,240
(5,824)

6,377 85,816
40,156
13,918

(68,376)
(54,762)

(462,813)

52,233

(14,407)
(63,906)

283,568 (94,838)
6,931

$

(6,931)
4,410
7,501

(2,369)
1

159,770$

(42,285)
14,139
56,070

7,165
1

239,019

(7,310)
22,945

(593)
1

789,275$

(77,218)(160,844) (215,362)

$ (160,844) $ (77,218) s (215,362)

$ $$

$$ $

1,072,015
1,072,015
1,150,190

112,864
1,263,054

801 ,432
801 ,432
(65,061 )
177,924

112,864 50,551
50,551
(5,041)

182,965
177,924

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and Amortization
Depreciation & Amortization Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Recoverable Gas Costs
Restricted Cash
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Receivables/Payables to Associated Co.
Accounts Payable
Customer Meter and Security Deposits
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in Special Funds

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Proceeds from Long-Term Debt
Net receipt of contributions in aid of construction
Net receipts of advances in aid of construction
Repayments of Long-Term Debt
Distributions
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

RECAP SCHEDULES:
A 5

SUPPORTING SCHEDULES:
Work papers

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
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Stockholder's
E uit

$ 770,359
(380,679)

50,551

Balance, December 31, 2015
Net Income
Paidin-Capital (Distributions)

$ 440,231
(265,876)
801 ,432

Balance, December 31, 2016
Net Income
Paidin-Capital (Distributions)

$ 975,787
(176,432)

1 ,072,015
1

Balance, December 31, 2017
Net Income
Paid-inCapital (Distributions)
Rounding

Balance, December 31, 2018 $ 1871,371

SUPPORTING SCHEDULES:
Work papers

Line

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
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Line

M

Plant
Balance

at
12/31 /2017

$ 30,792

Plant
Additions,
Reclass Plant

ications or Balance
or at

Retirements 12/31/2018
s (500) s 30,292

47,560

8,524
5,682

141,135
119,993

2,274,668
646,500
597,983

188,696
119,993

2,283,192
652,182
597,983

62,531
14,941

351,332
13,244

14,941
288,801

13,244

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

340
302
374
362
376
380
381
383
391

391 .1
392
394
396
398 3,714 3,714

Rounding
TOTAL PLANT $ 4,131,770 $ 123,798 $ 4,255,568

SUPPORTING SCHEDULES
Work papers

RECAP SCHEDULES:
A-4
E-1

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

20
21
22
23
24
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Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2017

Prior
Year

Ended
12/31 /2016

Line
M

OPERATION STATISTICS:

Therms Sold 36,26935,00938,051

2341,650 $Gas Revenues from Customers: $ 1530,988 $ 1 ,574,882

1,1361,135Year End Number of Customers 1,129

Annual Gallons (in Thousands)
Sold Per Year End Customer 34 3231

$ 2,063.13 $ 1,347.70 $Annual Revenue per Year End Customer 1 ,394.94

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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Prior
Year

Ended
12/31 /2017

Test
Year

Ended
12/31 /2018

Prior
Year

Ended
12/31 /2016

Description

$$$

20,059
193

22,258
8,892

18,405
3,859

State Income Taxes
Federal Income Taxes
Payroll Taxes
Property Taxes

Totals S 20,252 $ 31,150 $ 22,264

Line

1
2
3
4
5
6
7
8

g
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
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Line

M

The Company does not conduct independent audits, reviews and/or compilations. Accordingly there are no
notes which are typically associated with these financial statements. Management makes the following
notations to the finanical statements contained herein:

Slgnlflcant Accounting Policies The Company prepares its financial statements in accordance with
accounting principles generally accepted in the United States of America. Significant accounting policies
are as follows:

Utllity Plant Property, plant and equipment is stated at cost less accumulated depreciation provided on a
straight-line basis.

Depreciation rates for asset classes of utility property, plant and equipment are established by the
Commission. The cost of additions, including betterments and replacements of units of utility fixed assets are
charged to utility property, plant and equipment. When units of utility property are replaced, renewed or
retired, their cost plus removal or disposal costs, less salvage proceeds, is charged to accumulated
depreciation.

Revenue Recognition Revenues are recognized on the accrual method. Under this method, revenue is
recognized when earned rather than when collected, and expenses are recognized when incurred rather than
when paid.

Contrlbutlons In Ald of Construction - Contributions in aid of construction (CIAC) are nonrefundable contributions
by developers and customers for plant expansion. In addition, this amount includes the remaining balance, if any,
of advances in aid of construction at the end of the repayment period. The contributions in aid of construction are
being amortized at a rate equal to the rate allowed for depreciation, as a reduction of depreciation expense

Utlllty Customer Accounts Receivable Regulated utility customer accounts receivable represent amounts
billed customers on a cycle basis.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
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Projected Income Statements - Present & Proposed Rates
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At Proposed
Rates
Year

Ended
12/31 /201 g

Test Year
Actual
Results

At Present
Rates
Year

Ended
12/31 /2019

Line

u
Revenues

2,339,657 $ 2,696,2552,341,650 $$Gas Revenues
Unbilled Revenue
Other Misc. Revenues 8,775

2,350,425
13,531

2,709,786
13,581

2,353,188
Operating Expenses

$

$

$

$

$

$ 292,584
76,494

282,750
74,668

292,584
76,494

1,554,332
27,001

8,427
30,989
3,412

90
3,525

202,181

1 ,555,602
27,001
8,427

30,994
3,412

90
3,525

202,181

1 ,554,332
27,001

8,427
30,989

3,412
90

3,525
202,181

26,597
55,573
13,200
15,349
2,915

401
21,515
4,004

21,850 26,597
55,578
13,200
15,349
2,915

401
21,515
4,004

21,850

26,597
55,573
13,200
15,349
2,915

401
21,515
4,004

21,850

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

7,11 1
26,743

135,235
20,059

193

22,979
26,743

195,388
20,81 1
3,503

19,955
26,743

195,388
20,811
3,503

Wages & Salaries
Employee Benefits
Purchased Power
Purchased Gas
Repairs & Maintenance
Materials & Supplies
Office Supplies and Expense
Utilities
Contractual Services Accounting
Contractual Services Legal
Contractual Services Management
Contractual Services - Testing
Contractual Services - Other
Equipment Rental
Rents - Building
Transportation Expense
Travel Expense
Meals & Entertainment
Insurance Worker's Comp.
Insurance - Auto
Insurance - Property & General Liability
Regulatory Commission Expense
Bad Debt Expense
Miscellaneous Expense
Depreciation & Amortization Expense
Taxes Other Than Income
Property Taxes
Income Tax

$
$

2,629,864
79,922

2,626,840 $
(273,652) $

2,539,394 $
(188,970) $

Total Operating Expenses
Operating Income
Other Income (Expense)

11,758
779

(34,963)
(15,699)

(34,963)
(15,699)

Interest Income
Other Expense
Gains(Iosses) From Write Down of PPE
Interest Expense

$
$

(50,662)
29,260

12,537 $
(176,432) $

Total Other Income (Expense)
Net Profit (Loss)

(50,662) $
(324,314) $

SUPPORTING SCHEDULES!
C 1

32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Projected Statements of Changes in Financial Position
Present and Proposed Rates

Line

M At Present
Rates
Year

Ended
12/31 /201 g

Actual
Test Year

Ended
12/31 /2018

At Proposed
Rates
Year

Ended
12/31/2019

$ 75,981(176,432) $ (277,593) $

135,235
33,497

195,388
(241 ,022)

195,388
(241 ,022)

6,377

(14,407)
(63,906)
283,568

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22

$

10,037
(2)

40,382

(42,285)
14139
56,070
7,165

(1)
239,019 $

10,037
(2)

(313,192) $

(160,844) (447,564) (447,564)

$ (160,844) $ (447,564)(447,564) $

1 ,049,555908,125

$$$

$

(373,018)
676,537
269,355

1 ,263,054
1 ,532,409

1,072,015
1,072,015
1,150,190

112,864
1,263,054 $$

(231 ,588)
676,537
(84,219)

1,263,054
1,178,835

Cash Flows from Operating Activities
Net Income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and Amortization
Depreciation and Amortization Adjustments
Changes in Certain Assets and Liabilities:

Accounts Receivable
Unbilled Revenues
Recoverable Gas Costs
Restricted Cash
Materials and Supplies Inventory
Prepaid Expenses
Deferred Charges
Receivables/Payables to Associated Co.
Accounts Payable
Customer Meter and Security Deposits
Taxes Payable
Other assets and liabilities
Rounding

Net Cash Flow provided by Operating Activities
Cash Flow From Investing Activities:

Capital Expenditures
Plant Held for Future Use
Changes in debt reserve fund

Net Cash Flows from Investing Activities
Cash Flow From Financing Activities

Change in Restricted Cash
Change in net amounts due to parent and affiliates
Net Receipt contributions in aid of construction
Net receipts of advances in aid of construction
Net Receipts/Repayments of LongTerm Debt
Dividends Paid
Deferred Financing Costs
Paid in Capital

Net Cash Flows Provided by Financing Activities
Increase(decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

SUPPORTING SCHEDULES:
E 3

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

43
44
45
46
47
48
49
50
51
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Line
No.

202120202019Test Year

$ (500)

47560

20000
5000

20000
5,000

20000
5,000

8524
5,682

62531

Description
Land
Franchises and Consents
Structures and Improvement
Storage Tanks
Distribution Mains
Services
Meters
Regulators
Office Furniture and Equipment
Computers and Software
Transportation Equipment
Shop Equipment
Power Equipment
Miscellaneous

Acct.

340
302
374
362
376
380
381
383
391

391 .1
392
394
396
398

Total $ 123798 $ 25000 $ 25000 $ 25000

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

38
39
40
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Assumptions Used in Rate Filing
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Line

M
Property Taxes were computed using the method used by the Arizona Department
of Revenue modif ied for ratemaking.

Projected construction expenditures are shown on Schedule A4.

Expense adjustments are shown on Schedule C2, and are explained in the testimony.

Income taxes were computed using statutory state and federal income tax rates.

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
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ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Cos! of Service Summary

Test Year Ended December 31 2018
A( Present Rates

LINE
n o . DESCRIPTION Qemmsls!alR e i d i

Jurisdictional
o  I

T o ta l

m n

s 4 7 0 3 1 3 1
5 1 9 4

s 2 2 9 1 8 6 5

1 4 5 9

$ 4 7 0 3 1 3 1

5 1 9 4

637435$

1

2

3

4

5

6

7

8 s

$ 2 4 1 1 2 6 7

1 7 7

546267 $

s

0 $

(75.819) $
470448 $

1 1 8 3 7 0 2 $

s

0 $

( 1 6 4 2 9 2 )  $

1 0 1 9 4 1 1 $

1 1 8 3 7 0 2 $

s

0 s

( 1 6 4 2 9 2 )  $

1 0 1 9 4 1 1 s

0

r8 8 . 4 / 3 )

548963

T B  S E

Gro ss P l a n t  i n  Se rv i ce

Accumulated Depreciation

Net Plant

Construction Work In Progress
Wo rki n g  Ca p i ta l  A sse ts &  M i sc.  O th e r

Contributions 8 Advances in Aid of Construction

T O T A L  RA T E  B A S E  [ A ]

s ss
9

1 0

1 1

1 2 ss s

2 3 3 9 6 5 7

13531
2 3 5 3 1 8 8

OPERATING REVENUES re)
P re se n t  Ra te  S ch e d u l e s(b )

O t h e r Re ve n u e s

TOTAL OPERATING REVENUES (d)

2 3 3 9 6 5 7

13531
2 .3 5 3 .1 8 8

1 0 0 .0 0 %

599437
3  4 6 7

6 0 2 9 0 4

2 5 . 6 2 %

$ 1 7 4 0 2 2 0

1 0 0 6 4

$ 1 7 5 0 2 8 4

7 4 . 3 8 %

$ $ $s

$ s$$

1 5 5 4 3 3 2

371442
1 1 0 3 9 9

391776

2 4 2 7 9 4 9

195388
3 .5 0 3

3 5 1 3 3 1

1 8 8 6 0 1

94.380
2 2 2 8 6 6

854678
9 3 .7 1 2

1 . 6 1 7

1  .5 5 4 3 a 2

371442
110399

391776

2 4 2 7 9 4 9

195388
3 .5 0 3

1 2 0 3 0 0 1

184842
16018

169410

1.573.271
101676

1 . 8 8 6

OPERATING EXPENSES lc)
Op e ra t i o n s a n d  M a i n te n a n ce

Co st  o f  S a l e s

Ga s Di st ri b u t i o n  Op e ra t i n g  Exp e n se s

Customer Accounts and Sales Expense
Administrative and General

Total Operating and Maintenance Expense
Depreciation and Amortization
T a xe s Oth e r T h a n  In co m e

In co m e  T a xe s

TOTAL EXPENSES

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3 s 9 5 0 .0 0 7 $ 1.676.8332 .6 2 6 .8 4 0 $ 2 .6 2 6 .8 4 0 $

24 s 73450(273652) $ (273652) $ (347103) $

7 3 . 7 8 %2 6 . 8 4 % 1 3 . 3 8 %2 6 . 8 4 %

OPERATING INCOME [A]

EARNED RATE OF RETURn on RATE BASE2 5

C O S T O F S  R c E  U I R E N T S  MMA

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$ $$s

7 . 8 4 %

7 9 .9 2 2

3 5 3 5 7 4

1 .0 0 8 6

356598
2 .6 9 6 .2 5 5

1 5 . 1 5 %

2 .7 0 9 .7 8 6

7 .8 4 %

3 6 .8 8 3

383986
1 .0 0 8 6

387270
9 8 6 .7 0 7

6 4 2 3 %

9 9 0 1 7 4

3 6 . 5 4 %

7 .8 4 %

79922
3 5 3 5 7 4

1 .0 0 8 6

3 5 6 .5 9 8

2 .6 9 6 .2 5 5

1 5 . 1 5 %

2 7 0 9 7 8 6

1 0 0 .0 0 %

2 6

2 7

2 8

2 9

3 0

3 1

3 2

3 3

34

3 5

REQUIRED RATE OF RETURN GIVEN EQUAL RATES OF RETURN
REQUIRED OPERATING INCOME (L8L27)
OPERATING INCOME DEFICIENCY/(SURPLUS) (L28L24)
REVENUE CONVERSION FACTOR(d)[A]
REVENUE DEFICIENCY/(SURPLUS) (L29L30)
RATE SCHEDULE REVENUE REQUIREMENT (L10+L31)
INDICATED % INCREASE ON PRESENT RATE SCHEDULE (L31/L10)
TOTAL REVENUE REQUIREMENT (L12 + L31)
% o f  T o ta l  Re ve n u e s

7 .8 4 %

4 3 . 0 3 9

(3 0 4 1 2 )

1 .0 0 8 6

(3 0 6 7 2 )

1 7 0 9 5 4 8

.1 .75%
1719.612

6 3 . 4 6 %

$s

$$$

$

$

$

3 6

3 7

3 8

3 9

4 0

4 1

4 2

1 7 6 .2 4 7

2 9 . 4 0 %

7 7 5 6 8 4

7 1 9 1 5 1

2 9 2 3 %

3 6 . 2 8 %

3 5 6 .5 9 8

1 5 . 2 4 %

2 .6 9 6 .2 5 5

2 7 0 9 7 8 5

1 5 . 1 5 %

7 . 8 4 %

180.351
1 0 . 3 6 %

1 .9 2 0 .5 7 0

1 .9 3 0 .6 3 5

1 0 . 3 0 %

4 5 . 6 5 %

P R  P O S R A T S C H E D E  R  V E N  E  R UIR M NTS
REVENUE DEFICIENCY / (SURPLUS)
% INCREASE (L36/L10)
COST OF SERV. RATE SCHEDULE (L 10 + L36)
COST OF SERV. REV REQUIREMENT (L11 + L38)

% INCREASE IN TOTAL REVENUES (L3€/L 12)
EARNED RATE OF RETURn ON RATE BASE AT PROPOSED RATES e

3 5 6 .5 9 8

1 5 .2 4 %

2 .6 9 6 .2 5 5

2 7 0 9 7 8 6

1 5 . 1 5 %

7 . 8 4 %

u ru n h e d u l Re ca p  S ce h d u l e s

[A ]  A 1( a )  G 3

(b ) H1
( c )  G4a

( d )  c s

(G)  G2



Schedule G2
Page 1 of 1

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Cost of Service Summary

Test Year Ended December 31 2018
A( Proposed Rates

DESCRIPTION
LINE
n o .

Jurisdictional
o  I QemmslsielReid i

T o ta l

m n

$ 2 4 1 1 2 6 7

1 7 7

$$ 637435

s 2 2 9 1 8 6 5

1 4 5 9

546267

s 4 7 0 3 1 3 1

5 1 9 4

$

$ 4 7 0 3 1 3 1

5 1 9 4

1 1 8 3 7 0 2 1 1 8 3 7 0 2 $

1

2

3

4

5

6

7

8 s

0

( 1 6 4 2 9 2 )  $

1 0 1 9 4 1 1 $

0

(75.819) $
470448 $

0

( 1 6 4 2 9 2 )  $

1 0 1 9 4 1 1 s

0

r8 8 . 4 / 3 )

548963

T B  S E

Gro ss P l a n t  i n  Se rv i ce

Accumulated Depreciation

Net Plant

Construction Work In Progress
Wo rki n g  Ca p i ta l  A sse ts &  M i sc.  O th e r

Contributions 8 Advances in Aid of Construction

T O T A L  RA T E  B A S E  [ A ]

s ss $

$ss s

1 920570
7  2 8 7

1 927857

2 6 9 6 2 5 5

13531
2 7 0 9 7 8 5

7 7 5 6 8 4

8  2 4 4

781929

2 6 9 6 2 5 5

13531
2 7 0 9 7 8 5

OPERATING REVENUES re)
P ro p o se d  Ra te  S ch e d u l e s(b )

O t h e r Re ve n u e s

TOTAL OPERATING REVENUES IA1
% Of  T o ta l  Re ve n u e s

9

1 0

1 1

1 2

1 3

7 1 . 1 4 %2 8 .8 6 %1 0 0 .0 0 %

$ $s$

$ $ $ $

1 5 5 4 3 3 2

371442
113436
3 9 1 .7 7 6

2 4 3 0 9 8 6

195388
3 .5 0 3

3 5 1 3 3 1

1 8 8 6 0 1

9 6 .9 7 7

2 2 2 .3 6 6

8 5 7 2 7 4

93712
1 . 6 1 7

1 554332

371442
113436
391776

2 4 3 0 9 8 6

195388
3 .5 0 3

1 2 0 3 0 0 1

1 s4 8 4 2

16459

169410
1 5 7 3 7 1 2

101676
1 . 8 8 6

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

24 s 1 6 7 7 2 7 42 .6 2 9 .8 7 7 $2 .6 2 9 .8 7 7 $ 952603 $

OPERATING EXPENSES lc)
Operations and Maintenance

Co st  o f  S a l e s

Ga s Di st ri b u t i o n  Op e ra t i n g  Exp e n se s

Customer Accounts and Sales Expense
Administrative and General

Total Operating and Maintenance Expense
Depreciation and Amortization
T a xe s Oth e r T h a n  In co m e

In co m e  T a xe s

TOTAL EXPENSES [A]

2 5 OPERATING INCOME 79908 $s 7 9 .9 0 8 $ 2 5 0 .5 8 3

7 . 8 4 % 7 . 8 4 %2 6 4 5 . 6 5 %

(170674) $

3 6 . 2 8 %EARNED RATE OF RETURn ON RATE BASE (L24/L8)

5 .8 2 32 7 Relative Ratio of Return Proposed Rates (4.628)

u ru n h e d u l Re ca p  S ce h d u l e s

[Al A1
[ B l  G1

( a )  G 3

(b ) H1
( c )  G4b

( d )  C 5



Schedule G3
Page 1 of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Line
No. Commercial

Jurisdictional
Total a Residential

Allocation
Factor b

Total
Compare aDescription

RATE BASE
GROSS PLANT IN SERVICE

sss s41363
78438

41363
76438

9350
27994

32014 CBC
48443 CMD

CB
CM
CS

1
2
3
4
5
6 s 117.801 $117801 $ 8045737344 $

Storage Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Storage Plant

$s $919.007
1698282

919007
1698282

207726
621974

7
B
9
10
11
12

Gas Distribution Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Gas Distribution Plant $s

779511
652182

4048982 $

779511
652182

4048982

s 711280 CBC
1076308 CMD

CB
123766 CM
103549 CS

s 2014903

655746
548633

2034078

ss $s13
14
15
16
17
18 $ $$ s

919.007
1739645

76438
779511
652182

4166783

207726
631 323
27994

855746
548633

2011 422

919007
1739645

76438
779511
652182

4186783

711280
1.108.322

48.443
123786
103549

2095361

s s$$19
20
21
22
23
24 s $

124819 CBC
175893 CMD

3109 CB
6580 CM
5505 CS

315.906s$

36453
101644
18318
34861
29166

220443

161272
277537
21 427
41440
34671

536348

161272
217537
21427
41440
34.671

536348

s s$$

Gross Plant In Service before Intangible and General Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Gross Plant In Service

General Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total General Plant

Gross Plant In Service
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

25
28
27
28
29

1080279
2017182

97865
820952
686853

836100
1284215

51552
130346
109054

1 080279
2017182

97865
820952
686853

244179
732968
46313

690606
577799

30 s 4703131 s 4703131 s 2291865 s 2411267Total Gross Plant In Service (a)(c)



Schedule G3
Page 2 of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Commercial
Allocation
Factor bResidential

Total
Compare a

Jurisdictional
Total (a)

Line
No.
31

Description
ACCUMULATED DEPRECIATION AND AMoRTlzATlot~

sss $16749
30.952

18749
30952

3786
11336

12963 CBC
19616 CMD

CB
CM
CS

32
33
34
35
36
37 $ 47701 $ 3258015122 s47701 $

Sloraqe Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Source of Supply Plant

s $ $751 697
1389101

169909
508740

751697
t389.101

Gas Distribution Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Gas Distribution Plant

38
39
40
41
42
43 $

560.552
579626

3280976$ s

471551
487597

1 637797

$ 581788 CBC
880361 CMD

. CB
89001 CM
92029 CS

$ 1643179

560552
579626

3280976

ss s$
General Plant

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total General Plant

44
45
46
47
48
49 s

49.694
78743
13689
26475
22150

190751

38461 CBC
49905 CMD
1986 CB
4204 CM
3517 CS

98072$s $

11232
28839
11703
22271
18633
92679

49694
78743
13689
28475
22150

190751

s s $ s CBC
CMD
CB
CM
CS

50
51
52
53
54
55

Advances in Aid of Construction
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Advances in Aid of Construction $ s$$

sss $56
57
58
59
60
61 s$s

184927
548915
11703

493823
508230

1 745598$

818140
1498796

13689
587027
601777

3519429

818140
1498796

13689
587027
601 777

3519429

633213
949881

1986
93204
95546

1773831

Accumulated Depreciation/Amortization
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Accumulated Depreciation/Amonization (a)(c)



Schedule G3
Page 3 of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Rate Base Allocation to Rate Schedules/Classes

Line
No. Commercial

Allocation
Factor bResidential

Total
Compare a

Jurisdictional
Total (a)Description

s$s $62
63
64
65
66
67 s

202887
834333

49568
37141
13.508

637435s s s

262139
518386
84176

233924
85077

1183702

262139
518386
84176

233.924
85077

1183702

59252
184053

34610
196783

71569
546267

Net Plant
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Net Utility Plant in Service (a)

s$ ss CBC
CMD
CB
CM
CS

68
69
70
71
72
73 s$ $ $

Construction Work in Progress
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Construction Work in Progress (a)

s s s$74
75
76
77
78
79

0 CBC
0  CM D
0  C B
0  C M
0 CS
0

o
o
o
D
o
0

0
0
0
0
0
0

0
0
0
0
0
0s $$ $

Workinq Capital Assets
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Working Capital Assets (a)

s80
81
82
83
a4
85 s

(42125) $
(76817)

(1074)
(32468)
(11808)

(164292) s

(9522) s
(28133)

(918)
(27.313)
(9933)

(75819) s

Contributions & Advances in Aid of Construction ADIT EADIT. OTHER
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Contributions & Advances in Aid of Construction (a)

(32603) CBC
(48684) CMD

(156) CB
(5155) CM
(1 875) CS

(88473)

(42125) $
(76817)
(1 074)

(32468)
(11 808)

(164292) s

ss s$86
87
88
89
90
91 s ss

49731
155920
33691

169.471
61635

470448s

170284
285649
49410
31986
11 633

548963

220015
441569

83102
201 457

73268
1019411

220015
441 569

83102
201 457

73.268
1019411

Rate Base
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Rate Base [A]

Supporting Schedules
(a) G5 (b) G7a (c) F1.3

Recap Schedules
[A]  G1



S c h e d u l e  G 4 a

P a g e  1  o f  4

A L L O I A N T  G A S  L L C  .  P A G E  R E G U L A T E D  D I V I S I O N

T e s!  Y e a r  E n d e d  D e c e m b e r  3 1  2 0 1 8

Revenue and Expense Allocation to Rate Schedules at Present Revenues

CommercialResldentlal
Line
No.s

Allocation
Code (b)

Total Jurisdictional
Company (a) Total (a)Description

REVENUES

$ $ sRevenue Water Service (c)
Other Revenue
Total Revenue

1

2

3 $s

2339657
1 3 5 3 1

2353188

2339657
1 3 5 3 1

2353188

S 1740220 Direct
1 0 0 6 4 C R G C

S 1750284$

5 9 9 4 3 7

3 4 6 7

6 0 2 9 0 4

EXPENSES A)

Cost of Sales

3 5 1 3 3 1 s$ 1554332 $ 1554332 $ 1203001 C B C

C D M
C B

C M

C S

4
5
6
7
8
9

Com m odity

D e m a n d

Cus tomer Accounts
Customer Meters
Customer Services
Total Cost of Sales s 1554332 $ 1554332 $ 3 5 1 3 3 1 s 12D3.001

Gas  Dis tr ibution Operatinq Expens es

s$ ss 8 4 3 0 7

1 5 5 7 9 6

8 4 3 0 7

1 5 5 7 9 6

1 9 0 5 6

5 7 0 5 8

1 0

1 1

1 2

1 3

1 4

1 5 s ss

7 1 5 1 0

5 9 8 2 9

3 7 1 4 4 2 $

6 5 2 5 1 C B C

9 8 7 3 7 C D M
. C B

1 1 3 5 4 C M

9 4 9 9 c s

1 8 4 8 4 2

6 0 1 5 6

5 0 3 3 0

1 8 6 6 0 1

7 1 5 1 0

5 9 8 2 9

3 1 1 4 4 2

Com m odity

D e m a n d

Cus tomer Accounts
Customer Meters
Customer Services

Tota l  Gas  Dis tribution Expens es

sss $

1 0 6 3 7 9 1 0 6 3 7 9 9 0 9 4 4

1 6

1 7

1 8

1 9

2 0

2 1

Customer Accounts Expenses
Com m odity
D e m a n d

Cus tomer Accounts
Cus tom er Meters
Cus tomer Services

Total Cus tomer Accounts $ 1 0 6 3 7 9 $

.. C B C

. C D M
1 5 4 3 5 C B

. C M

. C S

1 5 4 3 51 0 6 3 7 9 s 9 0 9 4 4 8

S a l e s E x p e n se

s$ $ $

4 0 2 0 4 0 2 0 3 4 3 7

2 2

2 3

2 4

2 5

2 6

2 7

. C B C

.. C D M
5 8 3 C B

. C M

.. c s

5 8 3$ 4 0 2 0 $ 3 4 3 7 s4 0 2 0 $

Com m odity
D e m a n d

Cus tomer Accounts
Customer Meters
Customer Services

Total Sales  Expenses

s$ $ $2 8

2 9

3 0

3 1

3 2

3 3 s

1638639
1 5 5 7 9 6

1 1 0 3 9 9

7 1 5 1 0

5 9 8 2 9

2032153 $$$

1638639
1 5 5 7 9 6

1 1 0 3 9 9

7 1 5 1 0

5 9 8 2 9

2036173

1268251
9 8 7 3 7

1 6 0 1 8

11 .354
9 4 9 9

1403861

3 7 0 3 8 7

5 7 . 0 5 8

9 4 3 8 0

6 0 1 5 6

5 0 3 3 0

5 3 2 3 1 2

O & M w l o A & G E x p e n se s

Com m odity

D e m a n d

Cus tomer Accounts
Customer Meters
Customer Services
T o t a l  O & M  w l o A & G  E x p e n se s



Schedule G4a
Page 2 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Resldentlal
Line
No.s CommercialDescription

Allocation
Code (bl

Total Jurisdic t ional
Company (a) Total (a)

ss$$34
35
36
37
38
39 $$ s

29676
21 976

129028
22696
18989

222366

101614 CBC
38029 CDM
21899 CB

4284  CM
3.584 CS

169410

131290
60006

150927
26980
22573

391776 131290
60006

150927
26980
22573

391776$

Administrative and General Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Administrative and General Expenses

ss$$40
41
42
43
44
45 s$$

400063
79034

223408
82853
69319

854678

1769929
215801
261328

98490
82403

2427949$

1369886
136787

37917
15638
13.083

1573271

1169929
215801
261326

98490
82403

2427949

s$ $$KG
41
48
49
50
51 s$

10918
31 598
2670

26233
22294
93712

37385 CBC
54679 CDM

453 CB
4951 CM
4208 CS

101676

48303
86276
3123

31184
26502

195388 5s

48303
86276

3.123
31184
26502

195388

Total Operation and Maintenance Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Operation and Maintenance Expenses

Depreciation & Amort Expense
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Depreciation & Amort Expense

Taxes Other Than Income
sss $52

53
54
55
56
57

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Taxes Cther Than Income s$

203
600

20
582
212

1617

B98
1 .638

23
692
252

3503 $$

695 CBC
1038 CDM

3  CB
110 CM
40 CS

1886

898
1 638

23
692
252

3503

$ s$ s58
59
60
G1
62

$ s

1819131
303.715
264472
130.366
109156

2628840$ $

1819131
303715
264472
130.366
109156

2626840

1407946
192483

38.374
20.699
17331

1676833

411,184
111 .232
226098
109668

91825
950007

O&M, Customer A&G and Other Taxes
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total O&M Customer. A&G and Other Taxes

Labor Allocator
s$ $ $63

64
65
66
67
68

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Labor

77.520 CBC
78.440 CDM

9.785 CB
8.790 CM
7354 CS

179.889$ s$$

100.159
120.613

67.437
55361
46.318

389.889

100159
120.613

67437
55361
46.318

389.889

22639
44173
57652
46571
38964

210.000



Schedule G4a
Page a of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

CommercialResldentlal
Line
No.s

Allocation
Code (bl

Total Jurisdictional
Company (a) Total (a)

69

Descript ion

OPERATING INCOME

Income Before Taxes 73450$ (273652) s (347103) s(273552) s

70
71
72

Slate Income Tax
Federal Income Tax
Total Income Taxes s

73 Net Income After Tax 73450

$

$

$

(273652) $

s

(347103) s

74
75

73.78°/o
2.75

(273652) s

26.84%
1.00

Present Return Rate Of Return
Present Relative Return Rate Of Return

26.84%
1 .00

13.38%
(0.50)

s76
77
78

State Income Tax
Income Before Tax
Less: Interest Expense
State Taxable Income $

73450
8454

64.996

(273652) s
15.699

(289351) $

(273652) $
15699

(289351) s

(347103) s
7245

(354347) s

s s
0 o

$
0

s
0

79
ao
81
82

s
s
s

s
$
s

$
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax
Total State Income Tax

s
$
s

$ (273652) $
15699

73450
8454

(347103) s
7245

(273652) s
15.699

Federal Income Tax
Income Before Tax
Less: Interest Expense
Less: State Income Tax

83
84
85

86 Federal Taxable Income s 64996(354347) s(289351) s(289351) s

$ $ s$
CRB

s $ $ s

87
88
89
90
91

Pro Forma Federal Income Tax
ITC Amortization
subtotal Federal Income Tax

Deferred Federal Income Tax
Total Federal Income Tax

92 Total Income Tax



Schedule G4a
Page 4 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Present Revenues

Line
No.s Resldentlal Commercial

Allocation
Code (blDescription

Total Jurisdic t ional
Company (a) Total (a)

p§§§gnT §EVl=.NUES fx5<e§§§6i

$ s$ $
Present Revenues

Revenues
Other Revenue
Total Present Revenue

93
94
95 ss s

599437
3467

602904$

2339657
13531

2353188

1 140220
10.064

1750284

2.339657
13.531

2353188

96 1 e7e.8a3950007 sO&M Customer A8\G and Other Taxes s 2626840 $ 2526840 s

$97
98
99

Income Before Tax
Less: Interest Expense
Stale Taxable Income

73.450
8454

64996

(273652) $
15699

(289351) s

(273652) $
15699

(289351) $

(347103) s
7.245

(354347) s

s$

s

s sPro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax
Total State Income Tax

$
$
s

100
101
102
103
104

$
$
s

s
s

s

S
$
$

s 73450
8454

(273652) $
15699

(273652) s
15899

(347103) s
7245

Income Before Tax
Less: Interest Expense
Less: State Income Tax

105
106
107
108
109 Federal Taxable Income 64996($289351 ) (354347)(289351)

s110
111
112

0
0
0

0
0
0

0
0 CRB
0

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax $0

Total Federal Income Tax

Total Income Tax

0

0

113

114

0

0

o

o

115 Income After Tax $73450($273652) ($347103)

$0

$0

($273652)

26.84%
1.00

Return Rate Of Return
Realtive Rate Of Return

116
117

73.78%
2.75

2684%
1.00

13.38%
(0.50)

Supoortinq Schedules
(a) C1 (b) G7a.  (c ) H1



Schedule G4b
Page 1 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Line
No.s Resldentlal Commercial

Allocation
Code (b)

Total Jurisdic t ional
Company (a) Total (a)Descript ion

REVENUES

$ s$Revenue Water Semce (c)
Other Revenue
Total Revenue s $

2696255
13531

2709785

2696255
13531

2709785 $

775.684
6.244

781 929

S 1920570 Direct
7287 CRGC

S 1927857

EXPENSES A)

Cost of Sales

351331 s$ 1554332 $ 1554332 $ 1203001 CBC
CDM
CB
CM
CS

1
2
3
4
5
6

Ogeratjgn
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Cost of Sales s s1554332 s 1554332 s 351331 1203001

Gas Distribution Operatinq Expenses

ssss 84307
155796

19056
57058

84307
155796

7
8
9

10
11
12 ss ss

65251 CBC
98737 CDM

CB
11.as4 CM
9499 CS

184842

71510
59829

371442

60.156
50330

186601

71 510
59829

311442

$s s$

109416 109416 93540

13
14
15
16
11
18

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Gas Distribution Expenses

Customer Accounts Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Customer Accounts

. CBC
. CDM

15876 CB
CM

. CS
15876s 109416 s 93540 s109416 $

Sales Expense
s$ ss

4020 4020 3437

. CBC
.. CDM
583 CB

CM
.. CS
583

19
20
21
22
23
24 4020 $s 4020 $ 3437 s

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Sales Expenses

sss $25
26
27
28
29
30 s$$ $

1268251
98737
16459
11 354
9499

1404301

370387
57058
96977
60156
50330

634908

1638.639
155796
113435
71 510
59829

2039210

1638639
155796
113.436

71510
59829

2035190

O&M w/oA8G Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total O&M wloA8G Expenses



Schedule G4b
Page 2 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Line
No.s CommercialResidential

Total Jurisdic t ional
Company (a) Total (a)Descript ion

Allocation
Code (b)

s$ $$31
32
33
34
35
36 s$

29676
21 976

129028
22696
18989

222366

131290
60006

150927
26980
22573

391776 $

101614 CBC
38.029 CDM
21899 CB

4284  CM
3584 CS

169410

131290
60006

150927
26980
22573

391776 s

Administrative and General Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Administrative and General Expenses

s$ $ $37
38
39
40
41
42 $ s

1369866
136.767

38358
15638
13.083

1573712

400063
79034

226005
82853
69319

857274

1769929
215801
264363
98490
82403

2430986

1769929
215801
264.363

98490
82403

2430986 s $

ss s$43
44
45
46
47
48 ss $

10918
31598
2670

26233
22294
93712

48303
86276

3123
31 184
26502

195388

48303
86276
3123

31184
26502

195388

37385 CBC
54679 CDM

453 CB
4951 CM
4.208 CS

101676s

Total Operation and Maintenance Expenses
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services
Total Operation and Maintenance Expenses

Depreciation & Amor! Expense
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Depreciation & Amort Expense

Taxes Other Than Income
ss s s49

50
51
52
53
54

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Taxes Other Than Income ss$

898
1 638

23
692
252

3503$

898
1638

23
692
252

3503

203
600

20
582
212

1 617

695 CBC
1038 CDM

3  CB
110 CM

40 CS
1886

ssss55
56
57
58
59

s s$

1 .819131
303.715
267.509
130.366
109.156

2629877 $

1407946
192483

38815
20.699
17.331

1677274

411 .184
111232
228694
109.668
91.825

952603

1.819.131
303715
267.509
130.356
109.156

2.629.877

O&M. Customer. A&G and Other Taxes
Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total O&M Customer A8.G and Other Taxes

Labor Allocator
ss s$60

61
62
63
64
65

Commodity
Demand
Customer Accounts
Customer Meters
Customer Services

Total Labor s

77.520 CBC
76440 CDM

9785  CB
8.790 CM
7.354 CS

179.889$$ s

22639
44173
57652
46571
38.964

210.000

100159
120.613

67437
55361
46.318

389.889

100.159
120613

67437
55.361
46318

389889



Schedule G4b
Page a of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Line
No.s Residential Commercial

Allocation
Code (b)

Total Jurisdic t ional
Company (a) Total (a)Descript ion

OPERATING INCOME

s s Income Before Taxes 79.908 $ 250.58379908 $$ (170.674) s

67
68
69

State Income Tax
Federal Income Tax
Total Income Taxes

70 Net Income After Tax

$

$

$

79908 $ 250583

$

79.908 $

45.65%
5.82

Present Return Rate Of Return
Present Relative Return Rate Of Return

71
72

7.84%
1 .00

7.84%
1.00

s

(170674) s

38.28%
(4.63)

s s$73
74
75

State Income Tax
Income Before Tax
Less: Interest Expense
Slate Taxable Income $ s

250583
84s 4

242129$

79908
15699
64209

79908
15.699
64209

(170674) s
7245

(177919) s

$ s
0

$
0 0

$
0

76
77
78
79

s
s

S
$
s

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax

Total State Income Tax s

$
s

s

$
$

$

s$ $ 250583
8454

79908
15699

79908
15699

(170674) s
7245

ao
81
82

Fe4eraI Income Tax
Income Before Tax
Less: Interest Expense
Less: State Income Tax

83 Federal Taxable Income 242129s 64209 $ 64209 s (177919) s

s$$ $
CRB

s$ s$

84
85
86
87

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax

Deferred Federal Income Tax

Total Federal Income Tax

Total Income Tax



Schedule G4b
Page 4 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Revenue and Expense Allocation to Rate Schedules at Proposed Revenues

Residential
Line
No.s CommercialDescription

Total Jurisdic t ional
Company (a) Total (a)

Allocation
Code (b)

p§§§gnT rEvenues F-?§§6i

s$$$
Proposed Revenues

Revenues
Other Revenue
Total Present Revenue

88
89
90 s s

1 920570
7287

1 927857

2696255
13531

2709785 $

775684
6244

781929

2.696.255
13531

2709785

91 952603 s 1677274O&M Customer A8\G and Other Taxes

s

s 2629877 $ 2529877 s

$ $ $92
93
94

Income Before Tax
Less: Interest Expense
Stale Taxable Income

79.908
15699
64209

250583
8454

242129

79.908
15.699
64.209

(170674) s
7.245

(177919) s$

s s

s

s

s

s

$
$
s

95
96
97
98
99

Pro Forma State Income Tax
Amortization of Flow Through Tax
Subtotal State Income Tax

Deferred State Income Tax
Total State Income Tax

$
$
s

s
s

s

S
$
$

s$s (170674) s
7245

250583
8454

79908
15699

79908
15899

Income Before Tax
Less: Interest Expense
Less: State Income Tax

100
101
102
103
104 Federal Taxable Income 242.129$64209 64209 (177919)

s 0
0
0

Pro Forma Federal Income Tax
ITC Amortization
Subtotal Federal Income Tax

0
0 CRB
0

105
106
107

0
0
0$0

108

109

0

0

Total Federal Income Tax

Total Income Tax

o

o

0

0

Income After Tax110 5250583$79908

$0

$0

$79908 ($170674)

111
112

784%
1.00

7.84%
1.00

45.65%
5.82

Return Rate Of Return
Realtive Rate Of Return

36.28%
(4.63)

Supoortinq Schedules
(a) C1 (b) G7a.  (c ) H1



Schedule G5
Page 1 of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Rate Base and Plant Functionalization

Line
No.

Customer
Accounts [A]

Allocation
Code(b)

Commodity
Cost[A]

Company
Total (a)

Customer
Senlces[A]Demand [A]

Customer
Meters[A]M Description

PLANT IN SERVICE

1 STORAGE PLANT

S $$s $$

FSS76.438117801 41363

380
361
362
363

363.1
363.2
363.3
363.4
363.5

2
3
4
5
6
7
8
9

10
11 sss 117.801 $ 41363 $ 76438 s

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaporizing Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment

Total Storage Plant

FTDMss $298060 $ 1 0 4 6 5 8  $ 193402 $

FTDM814349 15048792319228

652.182 FCS
FCM597983

652182
597983

FCM181529181529

374
375
376
377
378
379
380
381
382
383
384
385
386
387

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

DISTRIBUTION PLANT
Land and Land Rlghts
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment General
Measuring and Regulating Sation Equipment City Gate Check Sta.
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Mearing and Regulating Station Equipment
Other Property on Customers Premises
Other Equipment

Total Distribution Plant

28

s

s

$

s

652.182

652.182

919.007 $

960.370 $

1.698.282 $

1774719 s

779511 $

779s 11 $

4048982 $

4166783 $Operating Plant In Service before Intangible and General

Ss $s $$

3.547 24521 268 2051 FLDPIS534214659

56.396 38988 32620 FLDPIS20160233105 84942

FTDM95.273 33.453 61.820

FTDM

FTDM67877 125434193311

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools. Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Misoellanous Equipment
Other Tangible Property

Total General Plant

29
30
31
32
33
34
35
36
37
38
39
40
41
42
43 s 536.348 $ 21.427 s277537 S161.272 $ 41440 $ 34671



Schedule G5
Page 2 of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Rate Base and Plant Functionalization

Line
No. Demand [A]

Customer
Accounts [A]

Allocation
Code(b)Description

Company
Total (a)

Customer
Meters[A]

Customer
Senlces[A]

Commodity
Cost[A]M

$ s$ $$$301
302
303

44
45
46
47
48 ssss $ $

INTANGIBLE PLANT
Organization
Franchise and Consents
Miscellaneous Intangible Plant

Total IntangiblePlant

49 0.r 820952 is1121642 s 21421 is 6868532052257 is4703131 isTotal Gross Plant In Service(c)

50 ACCUMULATED DEPRECIATION AND AMORTIZATION

ss $$ $ $

FSS3095247701 16749

360
361
362
363

363.1
363.2
363.3
363.4
363.5

51
52
53
54
55
56
57
58
59
60
61 s s $47.701 $ 16749 S 30952 s

STORAGE PLANT
Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaporizirig Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment
Total Storage Plant

FTDMs s $45672 $ 84399 s130070 $

FTDM706025 1 3047022010727

579626 FCS
FCM

579626
507712 507712

FCMs 284052840

374
375
376
377
378
379
380
381
382
383
384
385
388
387

DISTRIBUTION PLANT
Land and Land Rlghts
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment General
Measuring and Regulating Sation Equipment City Gate Check Sta.
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Mearing and Regulating Station Equipment
Other Property on Customers Premises
Other Equipment

Total Distribution Plant

62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77 ss 3280976 $ 560552 $1389101 $751697 $ 579626



Schedule G5
Page a of 3

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Tes! Year Ended December 31 2018

Rate Base and Plant Functionalization

Demand [A]
Company
Total (a)Description

Customer
Senlces[A]

Allocation
Code(b)

Commodity
Cost[A]

Customer
Meters[A]

Customer
Accounts [A]M

s $s$ $ $

14.549 2036 FLDPIS24333520 1 2585302

143740 34775 1243152378 24041 20114 FLDPIS

FTDM6766 1250319269

FTDM4633 856113194

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

Line
No.
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Property

Total General Plant s

93 s s

13689 s

13689 s

49694 $

818140 I;

22150

601777

28475 $

587027

78743 s

1498796 'B

190751 S

3519429 isAccumulated Depreciation/Amortization

94 s s 85077

s

233924 s

$

303503 s

s

553461 s

s

s

Net Plant

Construction Work In Progress
Plus: Working Capital Assets/Other (net)
Less:Contributions & Advances in Aid of Construction
Less:ADIT EADIT and HTC
Less:Other
Total Rate Base is

95
96
97
98
99
100 |..r 8

1183702
s

0
(95599)
11 043

(79737)
1019411 s

7738 s

s
0

(625)
72

(521)
6664  s

0
(18892)

2182
(15758)
201457

. FNP
0 FNPCA

(6871)FNP
794 FNP

(5731) FNP
73268

0
(44899)

s1s4
(37282)
476643

0
(24512)

2832
(20445)
261378

Suoportino Schedules
(a) B1. (b) G7b. (c) B2

Recap Schedules
[A] G2



Schedule G6a
Page 1 of 5

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Labor
Line
No. Demand [A]

Customer
Senlces[A]

Allocation
Code(b

Customer
Meters[A]

Adjusted
Test Year(a)Description

Commodity
Cost[A]

Customer
Accounts [A]

INCOME STATEMENT

Cost of Sales

$ $ $$1554198 s1554198 s FPP
FPP

1
2
3
4
5
6 FPP

Cost of Sales
Purchased Gas
Vaporization
Freight
Fees

S ss $

133

1554332 $

133

1554332 s7

8

Total Cost of Sales

Gas Distribution Operating Expenses

$ $ L

L

L

L

L

Salaries & Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Travel
Auto

Meals & Entertainment

64.942 $

10211

3.848

s 4e9

20.357

1.223

574

168

5799

1441

4804

2415

46

2 0 8 1

15.838

171

154.832 $

24346

9174

13038

48534

2915

1368

401

13826

3436

11 453

5758

110

4975

37760

407

35.143 s

5526

2082

2.959

11 .018

662

310

91

3138

780

2.600

1307

25

1.129

8571

92

29.808 $

4687

1766

2510

9.344

561

263

77

2.662

661

2205

1108

21

958

7210

78

Fuel

Licenses & Fees

Fleet Repairs & Maintenance

Plant Repairs & Maintenance

Operations

Miscellaneous

Equipment Rental

Tank Monitoring

Small Tools

Shop

Safety

Contract Labor

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

161

529

3411

3429

7 1 5 1 0  $$

350

1 .153

7430

7.471

155.796 ss

189

624

4.021

4043

84307 $

24939 FTD
3921 FTD

1478 FTD
2100 FTD

7.818 FTD

470 FTD

220 FTD

65 FTD

2.227 FTD

553 FTD

1845 FTD
927 FTD

18 FTD
801 FTD

6082 FTD

66 FTD

. FTD

134 FTD

443 FTD

2853 FTD
2.869 FTD

59829

835

2748

17715

17813

371442 S

Lease Expense

Total Gas Distribution Operating Expenses



Schedule G6a
Page 2 of 5

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Line
No. LaborDemand [A]

Adjusted
Test Year(a)

Customer
Senlces[A]

Allocation
Code(b

Customer
Meters[A]Description

Customer
Accounts [A]

Commodity
Cost[A]

$ $ ss s L
L
L
L
L

FCC
FCC
FCC
FCC
FCC
FCC
FCC

31
32
33
34
35
36
37
38
39
40 s $$

35.731 s
6086
2117
3.009

11.200
27901
20334

106.379 s $

35731
s08e
2117
3009

11200
27901
20334

106379 s

Customer Accounts Expenses
Customer Accounts Expenses
Salaries a Wages
Overtime Compensation
Incentive Compensation
Payroll Taxes & Expense
Employee Benefits
Office Supplies and Expense
Bad Debt Expense

To¢al Customer Accounts Expenses

41 Sales Expenses

s 40204020Advertising
Public Relations
Press Releases

42
43
44

FCC
FCC
FCC
FCC

45 s 4020 $s $$ 4020 sTotal Sales Expenses

110.399 s 71.510 $ 598292.036.173 s$ 155796 s1,638639 $46

47

Total O&M wloA&G Expenses

Administrative and General Expenses

6529 s57475 s 5.090 $$ 30509 $ 11089 s L
L
L
L
L

250
422

1 484

1498
2.529
8.896

321
541

1.904

2823
4764

16.760

545
919

3.233

48
49
50
51
52
53
54

1 499
400
10

136
866

7
130.495

13200
3525

90
1193

7624
85

202.181

1169
312

8
106
675

B
7162

7007
1 871

48
633

4047
35

42.929

2547
880
17

230
1471

13
15603

273
835
302

55
56
57
58
59
60
61
62
63
64
65
66
67

596
1 .819

658

4258 FLTOM
FLTOM

209 FLTOM
353 FLTOM

1.242 FLTOM
. FLTOM
. FLTOM

FLTOM
. FLTOM
978 FLTOM
261 FLTOM

7 FLTOM
88 FLTOM

565 FLTOM
s FLTOM

5.992 FLTOMCC
. FLTOM
229 FLTOM
699 FLTOM
253 FLTOM

351
1071

388

Salaries & Wages
Overtime Compensation
Incentive Compensation
Payroll Taxes & Expense
Employee Benefits
Contract Labor
Travel
Meals & Entertainment
Lease Expense
Rents
Legal
Accounting
Temp. Services
IT
Other
Management
Rate Case Expense
Office Supplies and Expense
Repairs & Maintenance
Utilities

1639
5005
1 811

3088
9429
3412



Schedule G6a
Page a of 5

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Labor
Line
No.

Adjusted
Test Year(a) Demand [A]

Allocation
Code(bDescription

Customer
Meters[A]

Customer
Accounts [A]

Commodity
Cost[A]

Customer
Senlces[A]

68
69
70
71
72
73

9.968
5527
2125

135
5075

131290 $s

3623
6656

772
248

9286
60006 $

1 .391 FLTOM
2556 FLA

297 FLTOM
83 FGPIS

3.108 FGPIS
22.573

2133
3.721

455
3

97
150927 s

1663
3055

355
go

3.715
26.98D $

18778
21515
4004

568
21.282

391776 s

Miscellaneous Expense
Workers Compensation
Auto Insurance
Property Insurance
General Insurance
Total Operation

74 Total Administrative and General Expenses

75

76

L

77

78

79

s

$

$

s

s

$

150927 $

281326 $

3123 $

23  S

264.472 $

67437 s

22573

82403

26502

252 FNP

109156

46.318

26980 $

98490 s

31184 $

592 $

130366 $

55.361 $

39t776 s

2427949 s

195388 s

3503 s

2826840 s

389889 s

131290 s

1769929 s

48303 $

898 $

1819181 s

100159 s

60006 $

215801 $

86276 $

1.638 $

303715 s

120813 s

Total Operation and Maintenance Expenses

Depreciation 8. Amen Expense

Taxes Other Than Income

Total Operating Expenses Before Income Taxes

Total Labor

Depreciation Expense

STORAGE PLANT80

$$$ s $ s

FSS1377 25453923

360
361
362
363

363.1
363.2
363.3
363.4
363.5

81
82
83
84
85
86
87
B8
89
90 $$$ 2545 $1377  s3923 $

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaporizing Equipment
Compressor Equipment
Meauring and Regulating Equipment
Other Equipment

Total Storage Plant

FTDMs $ $4398 $2379 s6775  s

FTDM501122711877230

21 718 FCS
FCM19913

21718
19913

FCM60456045

374
375
376
377
378
379
380
381
382
383
384
385
386

91
92
93
94
95
96
97
98
99
100
101
102
103
104

DISTRIBUTION PLANT
Land and Land Rlghts
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment General
Measuring and Regulating Sation Equipment City Gate Che
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Meaning and Regulating Station Equipment
Other property on Customers Premises



Schedule G 6 a
Page 4 of 5

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses Depreciation Expenses and Income Functional ization at Present Revenues

Line
No. LaborDescription

Customer
Services[A]

Al location
Code(b)Demand [A]

Customer
Meters[A]

Adjusted
Test Year(a)

Commodi ty
Cost[A]

Customer
Accounts [A]

387
131681 $

Other Equipment
Total Distribution Plant

105
106 $$ 25.958 $54509 $ 2171829497 $



Schedule G6a
Page 5 of 5

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O&M Expenses. Depreciation Expenses and Income Functionalization at Present Revenues

Line
No. Labor

Commodity
Cost[A]

Customer
Meters[A]

Customer
Accounts [A]

Allocation
Code(b

Customer
Senlces[A]

Adjusted
Test Year(a)Description Demand [A]

GENERAL PLANT
s $ s $$ $

29331 55 46 FLDPIS12080

8.738 5054 FLDPIS13161 312436.118 6041

FTDM8780 3083 5697

FTDM

FTDM6.65718960 12302

389
390
391

391 .1
391 .2
392
393
394
395
396
397
398
399

107
108
109
110
111
112
113
114
115
116
117
118
119
120
121

Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Misoellanous Equipment
Other Tangible Property

Total General Plant s

122 s s

3152  $

3152 s

6.096 $

32054 s

64189 s

199793 s

18.558 $

49433

5.101

26818

31281 s

88336 sSubtotal Direct Depreciation Expense

$ s
(35)

s
(1387)

. s
(5411)

. $
(1069)

. s
(2.530)

7471 199

. FNP
(389) FNPCA
. FNP
72 FNP258

Amortization of Regulatory Assets
CIACIAIAC Amortization General
Amortization of ITC
Amortization of Excess Deferred Income Taxes

123
124
125
126 1007

127 s s195388 s 86276 s 3.123 2650231184 $48303 sTotal Depreciation a. Amortization

Suooorlina Schedules
(a) B2 ; (b) G7b

Recap Schedules
[A] G3



Schedule G6b
Page 1 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalizaiion at Proposed Revenues

Line
No. Labor

Customer
Meters[A]

Customer
Services[A]Description

Customer
Accounts [A]

Commodity
Cost[A]

Allocation
Code(b)

Adjusted
Test Year(a) Demand [A]

INCOME STATEMENT

Cost of Sales

$s1554198 $ $s 1554198 s FPP
FPP

FPP

1
2
3
4
5
6
8

Cost of Sales
Purchased Gas
Vaporization
Freight
Fees
Total Cost of Sales ss s$$

133
1554332

133
1554332 5

9 Gas Distribution Ooeralinq Expenses

$ $ L

L

L

L

L

64942 $

10211

3848

5469

20357

1223

574

168

5799

1 441

4804

2415

46

Salaries & Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Travel

Auto

Meals & Entertainment

Fuel

Licenses & Fees

Fleet Repairs a Maintenance

Plant Repairs & Maintenance

Operations

Miscellaneous 2087

15838

171

35143 s

5.526

2082

2.959

11.016

862

310

91

3138

780

2600

1307

25

1.129

8.571

92

29808 $

4687

1 .766

2510

9344

581

263

77

2662

661

2.205

1.108

21

958

7270

78

154832 s

24346

9174

13.038

48.534

2915

1.368

401

13826

3436

11 453

5.758

110

4975

37.760

407

Equipment Rental

Tank Monitoring

Small Tools

Shop

Safely

Contract Labor

Lease Expense

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31 s$

835

2.748

17715

17813

371442 $

189

624

4.021

4043

84307 s

350

1 153

7430

7471

155796 $

161

529

3.411

3429

71.510 $

24939 FTD

3921 FTD

1478 FTD

2100 FTD
781 B FTD

470 FTD

220 FTD

65 FTD
2227 FTD

553 FTD

1845 FTD

927 FTD

18 FTD
801 FTD

6082 FTD
66 FTD

. FTD

134 FTD

443 FTD

2.853 FTD

2869 FTD

59829Total Gas Distribution Operating Expenses



Schedule G6b
Page 2 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalization at Proposed Revenues

Labor
Line
No. Description

Customer
Meters[A]

Customer
Services[A]

Customer
Accounts [A]

Adjusted
Test Year(a)

Commodity
Cost[A]

Allocation
Code(b)Demand [A]

ss ss$ L
L

L

L

L

FCC
FCC

FCC

FCC
FCC

FCC
FCC

32
33

34

35
36

37

38

39
40
41 $ s$ $$

35.731 $

6.086

2117

3009

11200

27901

23371

109416 $

35731

6086

2117

3009

11200

27901

23371

109416

42

Customer Accounts Expenses
Customer Accounts Expenses

salaries & Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Office Supplies and Expense

Bad Debt Expense

Total Customer Accounts Expenses

Sales Expenses

s $ $4020 s4020 $ sAdvertising
Public Relations
Press Releases

43
44
45

FCC
FCC
FCC

FCC

46 s S4020 s$ 4020 $ $Total Sales Expenses

$ 5982971510 s155796 $2039210 $ 113436 s1638639 $Total O&M w/oA&G Expenses

Administrative and General Ex uses

47

48

$ 5090 s57475 $ 11089 $30509 $ 6529 s L

L

L

L

L

250

422

1484

2.823

4764

16760

1 498

2529

8896

545

919

3233

321

541

1 904

2547

680

17

230

1471

13

15.603

1189

312

8

106

675

6

7162

13200

3.525

90

1193

7624

65

202.181

1 499

400

10

136

B66

7

130495

7007

1 .871

48

633

4.047

35

42.929

49

50

51

52

53

54

55

56

57

58

59

60

61

62

S3

64

65

66

Salaries 8. Wages

Overtime Compensation

Incentive Compensation

Payroll Taxes & Expense

Employee Benefits

Contract Labor

Travel

Meals & Entertainment

Lease Expense

Rents

Legal

Accounting

Temp. Services

IT

Other

Management

Rate Case Expense

Office Supplies and Expense

Repairs & Maintenance

ulimies

351

1.071

388

273

835

302

596

1819

558

4258 FLTOM

. FLTOM

209 FLTOM

353 FLTOM

1242 FLTOM
. FLTOM

. FLTOM

. FLTOM

. FLTOM

978 FLTOM

261 FLTOM

7 FLTOM

88 FLTOM

565 FLTOM

5 FLTOM

5992 FLTOMCC
. FLTOM

229 FLTOM

699 FLTOM

253 FLTOM

67

68

3.088

9429

3.412

1639

5005

1.811



Schedule G6b
Page a of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalizaiion at Proposed Revenues

Labor
Line
No.

Customer
Meters[A]

Customer
Services[A]Description

Commodity
Cost[A]

Allocation
Code(b)Demand [A]

Adjusted
Test Year(a)

Customer
Accounts [A]

69

70
71

72

73
74

2133
3721

455

3

97
150927 $

Miscellaneous Expense

Workers Compensation

Auto Insurance

Properly Insurance

General Insurance

Total Administrative and General Expenses

75

76

77

78

79 L

$

$

$

$

s

$

1.663

3055

355

99

3715

26980 $

98490 $

31184 $

692 s

1 3 0 3 6 6  s

55.361 s

1.391 FLTOM

2.555 FLA

297 FLTOM

83 FGPIS

3.108 FGPIS
22573

82403

26502

252 FNP

109156

46.318

3623

6655

772

248

9.286

6 0 0 0 6  $

215801 s

86276 $

1 638 $

3 0 3 7 1 5  $

120613 $

9.968

5527

2125

135

5.075

131.290 S

1769929 s

48303 s

898 s

1819131 5

100.159 $

18778

21515

4004

568

21.282

391776 $

2430986 $

195388 $

3503 $

2629877 5

389.889 $

264363 s

3123 s

23 s

267509 s

67437 s

80

Total Operation and Maintenance Expenses

Depreciation & Amon Expense

Taxes Other Than Income

Total Operating Expenses Before Income Taxes

Total Labor

Depreciation Expense

STORAGE PLANT

s $ $$ s$

FSS1 3773923 2545

360
361
362
363

363.1
363.2
36323
363.4
363.5

81
82
83
84
85
86
87
88
89
90 s s$ 1377 $3923 $ 2545 $

FTDM$ $sB 775 $ 4396 s2379 s

FTDM77230 5011227118

21718 FCS
FCM

21718
1991 19913

FCM6045 6045

374
375
376
377
378
379
380
381
382
383
384
385
386
387

91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106

Land and Land Rights
Structures and Improvements
Gas Holders
Purification Equipment
Liquefaction Equipment
Vaponzing Equipment
Compressor Equipment
Meauning and Regulating Equipment
Other Equipment

Total Source of Supply Plant

DISTRIBUTION PLANT
Land and Land Rights
Structures and Improvements
Mains
Compressor Station Equipment
Measuring and Regulating Sation Equipment . General
Measuring and Regulating Sation Equipment City Gate Che
Services
Meters and Meter Installation
Meter Installations
House Regulators
House Regulator Installations
Industrial Mearing and Regulating Station Equipment
Other Properly on Customers Premises
Other Equipment

Total Distribution Plant $ s 21718131881 $ 29497 s 54.509 $ 25958 s



Schedule G6b
Page 4 of 4

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

O8IM Expenses Depreciation Expenses and Income Functionalizaiion at Proposed Revenues

Line
No. Labor

Allocation
Code(b)

Commodity
Cost[A]

Customer
Services[A]

Customer
Meters[A]

Adjusted
Test Year(a) Demand [A]

Customer
Accounts [A]Description

s$$$ $ $

120 29331 55 46 FLDPIS80

36.118 8738 6.04113161 5054 FLDPIS3124

FTDM8.780 56973.083

FTDM

FTDM12302685718.960

389
390
391

391 .1
3912
392
393
394
395
396
397
398
399

GENERAL PLANT
Land and Land Rights
Structures and Improvements
Furniture and Equipment
Computer Hardware
Computer Software
Transportation Equipment
Stores Equipment
Tools Shop and Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Misceilanous Equipment
Other Tangible Property

Total General Plant

t 07
108
109
110
111
112
113
114
115
116
117
118
119
120
121

122 s s

31281

88336 s

18558

49433 s

5101

26818

6.096

32054 s

3152

3152

64189

199,793 sSubtotal Direct Depreciation Expense

s . $
(2530)

. s

(35)

s

(1069)

. $

(1 .3B7)

s
(5411)

471 7

. FNP

(389) FNPCA

. FNP

72 FNP

123

124

125

126

Amortization of Regulatory Assets

CIAC/AIAC Amortization General

Amortization of ITC

Amortization of Excess Deferred Income Taxes 1992581 .007

127 31.184 sss 3123 265024B303 s195388 s 86.276 sTotal Depreciation a Amoriizalion

Supporting Schedules
(a) B2 :  (b) G7b

Recap Schedules
[A]  G3



S ch e d u l e  G7 a

Page 1  o f  2

A L L OIA NT  GA S .  L L C .  P A GE  RE GUL A T E D DIV IS ION

T e st  Ye a r En d e d  De ce m b e r 3 1 .  2 0 1 8

De ve l o p m e n t  o f  A l l o ca t i o n  Fa cto rs b y Fu n ct i o n

C u st o m e r

A c c o u n t s

4 7

C u st o m e r

S e rv i ce s

6

C u st o m e r

M e t e rs

5

De m a n d

3

Co m m o d i t y

2

T o t a l

1

L i n e

N o

A l l o ca t i o n

F a c t o r

A L L O CA T I O N RA T I O S

E X T E RNA L  FA CT O RS

CO M M O DI T Y

0 .0000% 0 .0 0 0 0 %F B C 100 .0000% 1 0 0 0 0 0 0 % 0 .0 0 0 0 %0.0000%Com m od i ty

D E M A N D

0 .0 0 0 0 %

0 .0 0 0 0 %

Dislnibul l on Storage

T ransm i ssi on  & Di stri bu t i on  M ai ns

F D S

F T DM

30.0000%

35 .1129%

70.0000%6 4 8 8 7 1 % 0. 0000%

0.0000%
0 .0 0 0 0 %

0 .0 0 0 0 %

100. 0000%

1 0 0 0 0 0 0 %

CUS T O M E R

100.000093

0 .0 0 0 0 %

0 .0 0 0 0 %

0.0000%
100.0000%

0.0000%

00000%
0 .0 0 0 0 %

100.0000%

Cu sto m e r Acco u n ts

Cu sto m e r M e te rs

Cu sto m e r Se rvi ce s

0.0D00%
0 0 0 0 0 v .

0.0000%

F C C

F C M

F C S

100.0000%
100.0000%

100.0000%

0.0000°/a

0 .0 0 0 0 %

0.0000%

F P P 100.00D0%10l J.0000% 0 0 0 DD%

PURCHASED GAS
Pu rch a se d  Ga s 0 .Cl0D0°/, 0.0l :loo%D.ODOO%

INTERNAL FACTORS

F N P

F NP CA

FG P I S

FDP I S

F T O M

FL A

FL T O M

FL T O M CC

F S S

F T D

FGPCC
FL DP I S

Net Plant

Net Plant w/CIAC
Gross Plant In Service
Dislnbution Plant in Service
Total O8M w/oA&G Expenses
L a b o r

50/50 FLA and FT O M

33/33/33 FL A / FT O M I FCC

Gas Storage Plant
Gas Distribution Plan
5 0 /5 0  FCC a n d  Fl OM

50150 FLA and F DP I S

7.1873%
7.1873%

14.G042%

16.1073%
2.9383%

11.8799°/a

7.4091%
2.9636%
00000%

16.1073°/>

7.3021%
13.9936%

25.G401%

25.6401°/0

23.8488%
22.G972%

80.47S4%
25.e891%
53.0828%
21.2381%
35.1129%
22.6972%
11.9244%
24.1932%

1

2

3

4

5

s

7

8

g

1 0

1 1

1 2

1 3

14

i s

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

24

2 5

2 6

2 7

2 8

2 9

3 0

3 1

3 2

3 3

3 4

3 5

3 6

3 7

3 8

3 9

4 0

4 1

4 2

10D.DOOD%

100.0000%

100.0000%
100.0000%

100.000D%
100.0000%
100.0000%
100.0000%

10D.0090%
100.0000%
100.0000%
1000000<v.

46.7567%
4 8 . / 5 6 7 %

436360°/>

4 1 9 4 3 4 %

1 . s5 1 4 %

30.9352%
19.2933%
7.7173%

64.8871%
41.9434%
21 .8180%

36.4393%

0 .6 5 3 7 %

0.6537/o
0 .4 5 5 6 %

0 .0 0 0 0 %

5 .4 2 1 9 %

17.2965°/o

11.3592%
64.5437°/

0 .0 0 0 0 %

0 .0 0 0 0 %

50.2278%
8.G483%

1 9 7 6 2 1 %

19.7621%
17.4554%
19.2520%

3.5120%
1 4 1 9 9 3 %

8.8556%
3.5422%
0.0IJ00%

19.2520%
8 7 2 7 7 %

1 G.7256%



Schedule G7a
Page 2 of 2

ALLOIANT GAS. LLC . PAGE REGULATED DIVISION
Test Year Ended December 31. 2018

Development of Allocation Factors by Function

Allocation
Factor

Customer
Meters

(5)
Total(1) Demand

(3) (7)
Commodity

(2)

Customer
Accounts

(4)

Customer
Services

(6)
INPUTS FOR RATIOS

EXTERNAL INPUTS

DEMAND

160538
104168

1250.017

Peak Month Usage (Therms)
Average Monthly Usage (Therms)
Annual Production (Therms)

Calculailon of Demand

Avg Month
Max Month

M xM h
1.000
0.649FDIFTDM

Ra t i o

1 .000

1 .541

s;Qm..m2Qm¢

0.851

T  E R

1 0 4 1 6 8

1 6 0 5 3 8

Demand
100.0

100 .0

100 .0

100 .0

Com m od i ty

100 .0

30.0 70.0
FPP
FDS

Purchased Gas
Distribution Storage

INTERNAL INPUTS

§§£Q9Ll&§4§2
21427 686853

652182
79.346
85077
59.829
46318

7217
7738

110399
67437

820.952
779511
218167
233.924
71 .510
55361

FGPIS
FDPIS
FNPCA
FNP
FTOM
FLA
FSS
FTD

Gross Plant In Service
Dist. Plant in Service before intangible and general
Net Plant wlClAC
Net Plant
Total oam w/oA8G Expenses
Labor
Gas Storage Plant
Gas Distribution Plant

Line
No
43
44
45
45
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
7D
71
72
73
74
75

s
s
s
s
s
s
s
s

4.703.131
4.048.982
1 103968
1 183.702
2.036.173

389.889
117801

4048982 779.511

$
s
$
$
$
s
s
s

s
S
s
s
s
s
s
s

1121642
919007
283058
303503

1.638.639
100159
41363

919.007

$
s
$
s
$
s
$
s

2.052.257
1 £98282

516178
553461
155.796
120613
76438

1 e98.2a2

s
s
s
s
s
s
s
s

8
s
s
s
s
s
s
s

4703131
4048982
1 103966
1 1 B3.702
2.036.173

3B9889
117801

4.048.982

s
s
s
s
$
s
$
s 552182



Schedule G7b
Page 1 of 2

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Development of Allocation Factors by Customer Class

Total CommercialResidentialAllocation
21Factor 3

Line
L19

ALLOCATION RATIOS

EXTERNAL FACTORS

COMMODITY
77.3967%100.0000% 22.6033%CBCCommodity (1 )

36.6237%
DEMAND
Demand CDM 63.3763%100.0000%

100.0000%
100.0000%
100.0000%

85.4903%
84. 1226%
84.1226%

CUSTOMER
BillS
Meters
Services

14.5097%
15.8774%
15.8774%

CB
CM
CS

100.0000%CRGC
REVENUES
Gas Sales 25.5207% 74.3793%

INTERNAL FACTORS

CRBRate Base 46.1490%100.0000% 53.8510%

INPUTS FOR RATIOS

1
2
3
4
5
s
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26



Schedule G7b
Page 2 of 2

ALLOIANT GAS LLC . PAGE REGULATED DIVISION
Test Year Ended December 31 2018

Development of Allocation Factors by Customer Class

Allocation
Factor

Total
I l l

Residential
12.1

Commercial
U

1250017
104168

EXTERNAL INPUTS
DEMAND
Annual Usage (Therms)
Average Month Usage (Therms)
Max Capaeity Factor
Maximum Month Usage (Therms)
Maximum Excess

282546
23545

1.93
45443
21897

967472
80623

1.47
118.515

37.893
163958

59790

1250017
104168

1 .574
163958

59790

1543815438 2240
1 .10
206
206

CUSTOMER
Bills
Relative Cost Factor
Equivalent Meters
E uivalent Services

1297
1297

13198
1.00

1 091
1091

1297
1297

REVENUES
Gas Sales $ 2339657 $ 599437 s2339657 $ 1 740220

7.a400%
1.0086

Rate of Return (ROR)
Revenue Conversion Factor

TAX FACTORS
Wtd Cost of Debt
State Tax Rate
Federal Tax Rate

1.54%
0.00%
0.00%

INTERNAL INPUTS

Rate Base CRB

Line

L19
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60 470448 548963$1019.411 1019.411



Alia rt Gas, LLC - Page Division
Revenue Summary

Test Year Ended December 31, 2018

Exhibll
Schedule H-1
Page 1
Witness: Bourassa

Total
Revenues

at
Proposed

Rates

Total
Revenues

at
Present
RatesClassification

Percent
of

Proposed
Water

Revenues

Percent
of

Present
Water

Revenues
Percent
Chanqe

Dollar
Chanqe

$$ $Residential
Commercial
Subtotals of Revenues

26.16%
7.61%

12.37%

28 73%
70 90%
99 63%

26.22%
75.87%

102.10%

617,099
1 ,785,445
2,402,544$ $$

778,505
1,921 ,254
2,699,758

161,406
135,808
297,214

Line

1
2
3
4

Revenue Annualizations:
$Residential

Commercial
-0.09%
0.00%

-0.08%

-0.09%
0.00%

-0.10%Subtotal Revenue Annualization

22.08%
10.88%
22.45%$

(2,060) $
67

(1,993) $

(2,515) $
74

12,4411

(455)
7

(448)

-2.47%-100.00% 0.00%58,099Remove Tax Savings Credits (58,099)

15.15% 99.54%99.54%Total Revenues we Annualization 2,342,452 $$ 2,697,318 $ 354,866

0.00%
-61 .97%
15.15%

Adjusted Misc Revenues
Reconciling Amount to C-1
Total Revenues

0.58%
-0.12%

100.00%

0.50%
-0.04%

100.00%

13,531
1 ,063

2,709,785
1 ,732

356,598$

13,531
2,795

2,353,1883 $

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20



Alia rt Gas, LLC - Page Div ision
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2018

Exhibit
Schedule H-2
Page 1
Witness: Bourassa

Percent
of

Customers

Averaqe Bill Proposed Increase
Present Proposed Dollar Percent
Rates Rates Amount Amount

$ $ $

(a)
Average

Number of
Customers

at
12/31 /2018

1 ,100
187

Customer
Classification

Residential
Commercial

Average
Consumption

21
432

85.49%
14.51 %

26.16%
7.61 %

58.99
857.70

12.23
60.63

46.76
797.07

100.00%Totals 1 ,287

1 ,278
Actual Year End Number
of Customers:

L ine

M
1
2
3
4
5
6
7
8

g
10
11

12
13
14
15
16



Ali art Gas, LLC - Page Div ision
Analysis of Revenue by Detailed Class
Test Year Ended December 31, 2018

Exhibit
Schedule H-2
Page 2
Witness: Bourassa

Median
Consume son

Median Bill
Present Proposed
Rates Rates

Pro used Increase
Dollar Percent

Amount Amount

(a)
Average

Number of
Customers

at
12/31 /2018

Customer
Classification

Percent
of

Customers
Line

30.75
135.25

39.61
152.78

28.81%
12.96%

8.86
17.53

13
65

1100
187

Residential
Commercial

85.49%
14.51 %

$
$

$
3

3
$

1
2
3
4
5
6
7 Totals 100.00%1 ,287

Actual Year End Number
of Customers: 1 ,278

8
9

10

11
12
13
14
15
16



Al ian i Gas, LLC . Page Division
Test Year Ended December 31 , 2018

Present and Proposed Rates

Exhibit
Schedule HE
Wilness: Bourassa
Page 1

Proposed
Rates

Percent
Change

Present
Rates Change

9 5 5
1 .0602

6.00
0.6593

3.65
0.40

60.80%
60.80%

$
$

$
$

$
$

RATES
Residential
Basic service charge (monthly)
Delivery charge (margin rate, per !herm)[1]

55.00%
21 .00%

27.90
0.6768

18.00
0.5593

9.90
0.12

$
$

$
$

$
$

Commercial
Basic service charge (monthly)
Delivery charge (margin rate, per !herm)[1]

Line

M
1
2
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18 [1] Excludes base cost of gas. Under current rates, the commodity rate is $1 .2093 for residential and $1 .1093 for

commercial which includes a base cost of gas of $0.55 per therm. The Company proposes the base cost of gas to be
recovered through the Company's Purchased Gas Adjustor mechanism. Through this mechanism, the actual cost of gas
flows through to customers.

Present
Rates

Proposed
Rates

$ 35.00
70.00

20.00
NT

$
$

30.00 35.00
50.00

$
$

$
$

50.00$ $

SERVICE CHARGES
Establishment of Service

Regular Hours
Expedited

Re-Connection of Service
Regular Hours

Re-Estabiishment after turn off
(Basic Service Charge times Months Disconnected)

Minimum Charge
Service Labor Charges Per Hour

30.00
55.00

Regular Hours
After Hours

70.00
90.00

$
$

$
$

a500
25.00

100.00
30.00

$
$

$
$

Customer Requested Meter Test
Customer Requested Re-read (ii Correct)

$$ 15.00
150%

6%

20.00
1.50%

2 %

NSF Check
Late Charge (per month)
Interest on Customer Deposits

NT $25.00Collection Fee
Notify of service termination
(tech delivers door hanger) and
terminate service

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

N/T = no tariff



Exhibit
Sc he d ule  H4
Page 1
Witness: Bourassa

Alia rt Gas, LLC - Page Division
Bill Comparison of Present and Proposed Rates

Customer Classif ication Residential
Test Year Ended December 31, 2018

(Excludes all Revenue Related Taxes)

Percent

IncreaseUsaqe

$$
Present Rates :

6.00$Monthly Minimum:

Charge Per Therm
All therms

0.6593
0.5500
0.5945
1 .9038

$
$
$
$

Delivery Charge
Base Cost of Gas
Avg. PGA
Total Charge per Therm

60.80%
36.42%
30.58%
25.50%
23.41 °/0
22.66%
22.27%
21 .87%
21 .67%
21 .55%
21 .47%
21 .30°/0
21 .22%
21 .18%

Dollar

Increase
3.65
5.65
7.66

13.67
23.69
33.71
43.73
63.78
83.82

103.86
123.90
204.08
304.29
404.50 9.65

5
10
25
50
75

100
150
200
250
300
500
750

1 ,000

Proposed

M
9.65

21 .17
32.69
67.26

124.88
1 a2.50
240.11
355.35
470.58
585.81
701 .04

1,161 .98
1,738.14
2,314.30

Present

M
6.00

15.52
25.04
53.60

101 .19
148.79
196.38
291 .57
386.76
481 .95
577.14
957.90

1,433.85
1,909.80

$
$
$
$
$
$
$
$
$
$
$
$
$
$ $

Proposed Rates:
Monthly Minimum:

Charge Per Therm
All therms

1 .0602
1 .2445
2.3047

$
$
$

Delivery Charge
Avg. PGA
Total Charge per Therm

26.16%12.2346.76 $ 58.99 $

8.86 28.81 %39.61 $30.75 $

Average Usage
21 $

Median Usage
13 $

1 Includes average PGA charges



Exhibit
Schedule H-4
Page 2
Witness: Bourassa

Ali art Gas, LLC Page Division
Bill Comparison of Present and Proposed Rates

Customer Classif ication Commercial
Test Year Ended December 31, 2018

(Excludes all Revenue Related Taxes)

Usaqe

$$
Present Rates :

1 8 0 0$Monthly Minimum:

Charge Per Therm
All therms

0.5593
0.5500
0.6945
1.8038

$
$
$
$

Delivery Charge
Base Cost of Gas
Avg. PGA
Total Charge per Therm

27.90$

Proposed Rates :
Monthly Minimum:

Percent

Increase
55.00%
14.58%
10.91 %

9.54%
8.82%
8.37%
8.07%
7.69%
7.46%
7.15%
6.99%
6.83%
6.75%
6.70%
6.67%

Dollar

Increase
9.90

15.77
21 .65
27.52
33.39
39.26
45.14
56.88
68.63
97.99

127.35
186.08
244.81
303.53
362.26

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Present

M
18.00

108. 19
198.38
288.57
378.76
468.95
559.14
739.52
919.90

1,370.85
1,821 .80
2,723.70
3,625.60
4,527.50
5,429.40

Proposed

M
27.90

123.96
220.03
316.09
412.15
508.21
604.28
796.40
988.53

1 ,468.84
1 ,949.15
2,909.78
3,870.41
4,831 .03
5,791 .66

50
100
150
200
250
300
400
500
750

1 ,000
1 ,500
2,000
2,500
3,000

Charge Per Therm
All therms

0.6768
1.2654
1.9421

$
$
$

Delivery Charge
Avg. PGA
Total Charge per Therm

7.61%60.63

17.53 12.96%

Average Usage
432 $

Median Usage
65 $

797.07 $

135.25 $

857.70 $

152.78 $



Alia rt Gas, LLC - Page Division
Test Year Ended December 31, 2018

Customer Classif ication Residential

Exhibit
Schedule H-5
Page 1
Witness: Bourassa

Cumul-
ative

Therms

Usage

From:

Usage

To:

Cumul-
alive

Billing

Month
01

M
195

Month
of

see
181

Month
of

4 4
101

Month
of

£ 3
195

Month
of

m e
96

Month
of

811-
103

Month
of

M
193

Month
of

A M
108

Month
of

173
2

Month
of

109
1

Month
of

M !
144

1

Total

Year
1,722

5

Month
of

NUM
124

1

84
94
B1
84
91
69
S4
72

125
108
116
117
116

80
67
50

1 ,012
910
989
973
929
826
74g
837

63
54
54
53
41
58
44
57

103
117
121
117
112
82
75
42

123
117
112
128

95
94
67
54

63
57
55
65
59
71
58
62

SO
35
53
51
32
58
39
48

64
39
56
4g
45
54
50
50

64
36
51
31
39
40
56
36

91
106
111
94
98
80
79
59

106
88

114
113
125

86
71
51

S6
59
65
73
75
54
79
56

33
21
13
16
11
8
4
5
1

46
23
19
15

4
10

5
2
4

44
17
15
16

8
9
2
4
2

46
58
40
26
23
24
18
23
12

47
45
27
23
27
16
14
16
20

41
34
27
22

7
12
7
5
3

59
57
39
33
24
24
13
18

9

538
453
362
296
207
208
182
153
135

50
52
55
35
28
27
20
29
23

31
51
27
35
27
20
25
12
17

43
35
34
20
22
19
19
12
20

36
20
21
12
11
11

7
7
3

62
40
45
43
15
28
28
20
21

1

1

3

4

3

1

2

3

1

5

1

2

1

5
7
2
1
2

10
10

3
3
1

2 1
1

14
12
18
14
17

16
22

g 1 1

11
11
11
14
12

8
16
18
14

1
1
1

15
10
10

8
8

15
11
11
16

18
7

12
15
13

8
16
17
1G

133
93
97
84
69

73
87
B1
79

1
1
1
1

18
8

17
10

8

11
g
6
3111

1

1

30
20
17
18

8

11
10
15
15

22

1

2
2
1
1

1 1
1

2
5
4
7
6
2
3
1

9
4

10
2
3
4
2
2
1

13
11
11
16
14
14
10

6
8

14
8

15
12
12
11
11
17

8

72
62
58
62
68
56
52
53
35

14
15
11
11
19
12
11
14

8

14
17

5
12
14
13
13
12
10

1 21

1
4

1 1
1 2

21
1

1

1
2

1

1

54
30
44
26
37
32
22
30
29

11
8

15
7
9
3
6

11
5

0
1
2
4
6
8

10
12
14
16
18
20
22
24
26
28
30
32
34
36
38
40
42
44
4B
48

50
52
54
56
58
60
52
64
66
68
70
72
74
76
78
80
82
84
86
88
90
92
94
96

16
5

11
6
3
7
4
8

131

8
8

11
7
8
g
4
7
5

11
6
4
3

18
10

6
5
5

1
2
4
6
8

10
12
14
16
18
20
22
24
zs
28
30
32
34
36
38
40
42
44
48
48
50

52
54
56
58
60
62
64
66
68
70
72
74
76
78
80
82
84
86
88
90
92
94
96
98

1 7 2 2
1,727
1,727
2,739
a,e49
4,538
5,611
6,540
7,366
8,1 15
8,752
8,752
9,290
9,743

10,105
10,401
10,608
10,816
10,978
11 ,131
11,266
11,266
11,399
11,492
11,589
11,873
11,742

11 ,815
1 1 .302
11,983
12.062
12,062
12,134
12,196
12,254
12,316
12,384
12,440
12,492
12,545
12,580
12,580
12,634
12,664
12,708
12,734
12,771
12,803
12,825
12,855
12,884

3
3

31089
7,685

14,657
23,463
33,728
44,508
55,780
66,641
66,641
77,966
88,408
97,476

105,482
111 ,436
117,954
123,308
128,671
133,673
133,673
139,132
143,136
147,506
151,458
154,843

158,569
163,185
167,644
172,151
172.151
176,546
180,455
184,228
188,385
193,081
197,059
200,858
204,836
207,532
207,532
211 ,909
214,401
218,143
220,406
223,701
226,615
228,662
231 ,513
234,328



Alia r t Gas, LLC - Page Div is ion
Test Year Ended December 31, 2018

Customer Classification Residential

Exhibit
Schedule H-5
Page 1
Witness: Bourassa

Month
of

Nov

Month
of

Feb

Total

Year

Month
of

Mar

Month
of

Dec

Cumui-
ative

Therms

Usage

From:

Month
of

-QQL

Month
of

Luo

Month
of

Quo

Month
of

M

Cumul-
ative

Billinq

Month
of

May

Month
of

Au

Month
of

t o

Month
of

Se

21 6
10
15

8
2

1

1 1
5

111

17
13
22
12

4
2
1
5

1
1

14
7
8
5
3
2
1
3
2
1

3

1

19
5

17
11

5
4
1
1
3
2

1 1
113

1

1

5
2
2
2

1 1
1

11
1

1 1
1

3

2

1 1
1
1
2
11

1
1
1
1

1

1
1
1
1

1
1

1
1

59
35
64
37
14
13

6
9
g
5
2

10
3
3
2
2
1
2
1
2
4
6
2
2
1
1
1
1
1
1
1
2
1
1
1
1
1
1

1
1

98
100
105
110
120
125
130
135
140
145
150
155
160
165
170
175
180
185
190
195
200
210
220
230
240
265
296
310
274

3,919
265
540
287
316
394
481
419
322
278

Usage

To:
100
105
110
120
125
130
135
140
145
150
155
160
165
170
175
180
185
190
195
200
210
220
230
240
250
265
296
310
274

3,919
265
540
287
316
394
481
419
322
278

234,328
240,378
244,142
251,506
256,040
257,826
259,549
260,374
261,657
262,985
263,748
264,063
265,688
266,191
266,709
267,064
267,429
267,616
268,001
268,199
268,609
269.469
270,820
271,290
271 ,780
272,045
272,341
272,650
272,924
278844
277,109
277,648
278,223
278,539
278,933
279,414
279,833
280,154
280,433

12,884
12,943
12,978
13,042
13,079
13,093
13,106
13,112
13,121
13,130
13,135
13,137
13,147
13,150
13,153
13,155
13,157
13,158
13,160
13,161
13,163
13,187
13,173
13,175
13,177
13,178
13,179
13,180
13,181
13,182
13,183
13,184
13,186
13,187
13,188
13,189
13,190
13,191
13,192



Alia rt Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Customer Classification Residential

Exhibit
Schedule H-5
Page 1
Witness: Bourassa

Month
of

Nov

Month
of

Mar

Month

of

D ec

Month
of

Feb

Cumui-
ative

Therms

Month
of

-QQL

Month
of

Dan

Month

of

May

Cumul-
ative

Billinq

Month
of

400

Month
of

M

Month
of

Se

Month
of

Asa

Month

of

Au

1
1

1

Usage
To:

325
355
440
276
408
310

Usage
From:

325
355
440
276
408

310 Total
Year

1

1

1

1

1

1

1
1
1

13J93
13J94
13J95
13493
13497
13498
13J98
13498

280,758
281 ,113
231,553
281,829
282,236
282,546
282,546
282,546

Totals 1,115 1,106 1, 1031,104 1 ,0951 ,095 1 ,0931,113 1,091 1,091 13, 198

21

1 3

1, 100

(13)

1,095 1,097
Average Usage
Median Usage
Average # Customers
Change in Number of Customers



Alia rt Gas, LLC - Page Division
Test Year Ended December 31, 2018

Customer Classif ication Commercial

Exhibit
Schedule H-5
Page 2
Witness: Bourassa

Cumul-
aiive

Therms

Cumul-
aiive

Billing

Usage

From:

Usage

To:

Month
of

£ 3
61

Month
of

M !
32

Month
of

e t
63

Month
of

M
73

Month
of

60

Month
of

18

Month
of

811-
14

Month
01

M
G9

Month
of

NUM
32

Month
of

M
18

Month
of

A M
17

Total

Year
473

Month
of

4 4
16

1 1 15520
12

1
S
S

4
4
2
5
5

22
6
6
3
8

8
2
1
5
2

18
2

10
5
2

8
2
3
1
5
3

17
7
5
6
4
1

21
5
7
4
4
3

2

3
1
1

5

2

2

2

2

1

3

1

s

1

3

3

1

1

a

4

1

3

1

1

1

6

2

3

1

1

4

2

1

2

2

3

2

1

1

3
1
5
6
2
4
5
5

1

2

3
2
2
2
1
1
3
1

3
1
2
1
1
1
1

1
1

8
9
2
5
2
1
4
3
2
5
1
5
5
3
3
4
3
3

3
1

6
7
4
7
2
3
3
2
3
2
3

2
1
1
1 1

1

13
12
11

4
6
3
2
3
3
3
4
4
3
4
3
2
1
2
1
1
2
3

1

2

5

5

5

4

1 0

1

4

1

3

1

1

1

1

11
1

3
2

1
1

1
4
3
3
1
5
3

2
1
3

1

1

3

2
1
11

2 11

8
5
7
3
7
4
4
3
a
4
6
7
4
2
1
2
1
3
3
1
1
5
2
2
2
3
3

1
1
2
1

2
2
5
1
31

1

4

2 1

67
64
4s
56
17
15
19
35
18
50
39
40
50
23
27
16
25
19
15
14
14
17
15
15
14
25
10
19
22

150

1

1

1

2

1 3

6

1

1 1

2

1

2

3

1

g

2

3

1

3

3

1

2

1

1

1

4

6

2

2

1

a

1

2

2
2
2

1
1
2
2
6
3
3
7
2
4
1
4
1
3
1
3
3
2
1
1
5
1
2
5

13
4
7
7
6
4
4

1

9

2

1

3

1

1

4

2

7

3

4

1

1

1

2

2

11

2
2
2
3
3

19
4
4
2
4
4
5
4
3

3
3

13
4
5
1
1
4
2
1
33

4
2

2
2
3
4

10
3
4
3
1
3
3
4
1
1
1
5
2

2
5
4
4
7
4
1
2
3
4
2
4
1

1

2

4

1

2
1
3
3
2

2

1

1

1

2

1

1

1

1

2

2

1

3

1 9

2

6

4

5

4

2

4

5

1

1

1

1

6

1

4

2

1

1

2

4

1

1

1

2

1
2
1
3
4
1
1
3

3

a

1

1 1
1

3
22

2

5

1

1

36
43
29
31
37
31
20
23
16
18
33
26
18

9
17
12
14
10

1

1

3

2

2

1

2

1

3
2

2
3

1

3

1

1

2

1

2

2

2

473
979

1,782
2,589
3,852
4,320
4,809
5,522
7,011
7,867

10,620
13,157
16,159
20,41 1
22,597
25,434
27,274
30,401
32,967
35,142
37,313
39,624
42,600
45,375
48,301
51 ,242
56,993
59,494
64,624
71 ,006

123,513
138,815
159,242
174,468
192,295
215,422
236,348
250,849
268,676
281 ,876
297,627
328,979
355,630
374,981
385,107
405,082
419,783
437,634
450,884

473
473
S28
S95
759
B05
861
B78
893
912
947
965

1,015
1,054
1,094
1,144
1,167
1,194
1,210
1,235
1,254
1,269
1,283
1,297
1,314
1,329
1,344
1,358
1,383
1,393
1,412
1,434
1,584
1,620
1,663
1,692
1,723
1,760
1,791
1,811
1,834
1,850
1,868
1,901
1,927
1,345
1.954
1,971
1,983
1,997
2,007

1
5

10
15
20
25
30
35
40
45
50
60
70
80
90

100
110
120
130
140
150
160
170
180
190
200
220
240
260
280
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I. INTRODUCTION AND SUMMARY.

PLEASE STATE YOUR NAME AND ADDRESS.Q.

A. My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive,

Phoenix, Arizona 85029. I am an independent certified public accountant licensed

in the State of Arizona and my principal business activity is providing consulting

services to regulated utilities in the areas of cost of service, rate design, and cost of

capital. I am testifying on behalf of Alliant Gas, LLC's regulated gas distribution

divisions in Page, Arizona and Payson Arizona ("Alliant" or the "Company").

PLEASE DESCRIBE YOUR EDUCATION BACKGROUND.Q.

A. I hold a Bachelor's degree from the Northern Arizona University with a major in

Chemistry and a minor in Accounting. I also hold an MBA from the University of

Phoenix with an emphasis in Finance.

UTILITYTESTIFIED BEFOREQ. HAVE YOU PREVIOUSLY

REGULATORY COMMISSIONS?

A. Yes. I have testified in several states including Arizona, Alaska, Arkansas, Montana,

California, and Texas. Exhibit TJB-COC-DTI provides details of my participation

in regulatory proceedings.

Q . WHAT IS THE PURPOSE OF THIS PORTION OF YOUR DIRECT

TESTIMCNY?

A.

My analysis is based upon

The purpose of my testimony is to provide a recommended minimum return on

common equity ("ROE") for Alliant's gas distribution assets regulated by the

Arizona Corporation Commission ("Commission").

information available in June and July 2019.

Q. PLEASE BRIEFLY DESCRIBE THE EXHIBITS ACCOMPANYING YOUR

TEST1MONY.

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 I have attached Exhibits TJB-COC-DT1 through TJB-COC-DT5. Exhibit TJB-
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COC-DT1 contains the details of my education background and regulatory

experience. Exhibit TJB-COC-DT2 contains the recent Blue Chip Financial

Forecasts (J une 2019) and Value Line Selection and Opinion Quarterly Forecast

(May 31,  2019)  as well as the Value Line Ratings and  Reports for  each  of  the gas

utilities included in my gas proxy group. Exhibit TJB-COC-DT3 contains my cost

of capital analysis (Tables l through 1 1). The cost of capital tables in Exhibit TJB-

COC-DT3 are descr ibed  in  fur ther  detail in  my testimony.  Exhib it TJB-COC-DT4

contains the risk study I prepared for Alliant. Exhibit TJB-COC-DT5 contains my

size study for Alliant.

PLEASE DESCRIBE HOW YOUR TESTIMONY IS ORGANIZED.Q.

A.

l

2

3

4

5

6

7

8

9

10

l l

12

IIn

In this first section, I present a summary of my analysis and my approach. In Section

II, I discuss the meaning of just and reasonable rates. In Section III, I provide an

overview of the risk and expected return on investment. In Section IV, I discuss the

nine publicly traded gas utilities in my sample group and provide a comparison to

Alliant. I then discuss recent developments in the gas utility industry and the impact

on investments. Sect ion V, provide an overview of each of the methods

(Discounted Cash Flow and Risk Premium) that I employ in my analysis. In Section

VI, I discuss the additional business risks faced by Alliant, my comparative risk

study, and my recommended risk premium for Alliant. Finally, in Section VII , I

summarize my cost of capital analysis and present a summary of the equity costs of

the proxy group and Alliant.

Q. PLEASE SUMMARIZE YOUR FINDINGS CONCERNING ALLIANT' S

COST OF COMMON EQUITY.

A.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

I have determined that the cost of equity for the publicly traded gas utilities falls in

the range of 9.6 percent to 9.9 percent with the midpoint of the range at 9.7 percent.

After considering differences in financial risk and business risk between Alliant and

SHAPIRO LAW  FIRM
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l

2

3

4

5

6

7

8

9

10

l l

12

the publicly traded gas utilities, I am recommending the adoption of an ROE of 10.5

per cent for Alliant.

My recommendation is based on consideration of cost of equity estimates

using the Discounted Cash Flow ("DCF") and three Risk Premium (or "RP")

approaches, including the Capital Asset Pricing Model ("CAPM"). All three are

market-based methodologies and designed to estimate the return required by

investors on the common equity capital committed to Alliant. I have applied the

aforementioned methodologies to a sample group of publicly traded gas utilities. My

analysis also considers (i) my review of the economic conditions expected to prevail

during the period in which new rates will be in effect, (ii) my judgments about the

risks associated with relatively small utilities like Alliant that are not captured by the

market data of publicly-traded gas utilities, (iii) the financial risk associated with the

level of debt in Alliant's capital structure, and (iv) additional specific business and

operational risks faced by Alliant.

In reaching my recommendation, I have applied various cost of capital

methodologies to a proxy group of gas utilities consisting of Value Line natural gas

utilities. The results of these methodologies were adjusted upward by 80 basis points

to account for Alliant's higher than average business risk compared to the proxy

group. My recommended ROE is based upon the assumed adoption of a 60 percent

common equity 40 percent debt ratio for rate making purposes.

Q. W HY A 40 P ER C ENT DEBT AND 60 P ER C ENT EQUITY C AP ITAL

STRUCTURE?

A.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

The Company currently has a 100 percent equity capital structure and is aware of the

Commission's criticism of utilities that are not using enough debt. In Alliant's case,

it believes a capital structure that reilects a 40 percent debt level is appropriate given

its size, this significant jump from zero debt to 40 percent debt in the capital
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1

2

structure, as well as the need for financial flexibility in the future. Alliant had to

balance these factors and made a business decision to use this capital structure for

3 this rate case, subject to financing approval from the Commission.

4 Q.

5

WOULD Y()U BRIEFLY SUMMARIZE WHY A PROXY GROUP IS USED

TO ESTIMATE THE C()ST OF EQUITY FOR THE COMPANY?

A.6

7

8

9

10

l l

Because the cost of equity for Alliant cannot be estimated directly. The Company's

equity is not in the form of a publicly traded security so there is no market data for

Alliant. Consequently, I have assessed the market-based common equity cost rates

of companies of similar, but not necessarily identical risk for insight into a

recommended common equity cost  ra te  applicable  to Alliant . The DCF, Risk

Premium, and CAPM methodologies use data from a sample of publicly traded

12 natural gas utilities

13

14

the proxy group - selected from the Value Line Investment

Survey, which serves as starting point in my analysis.! Analysis of a proxy group

serves as a starting point because no proxy group can be selected with identical risk

15

16

to Alliant. Therefore, the proxy group's results must be evaluated and adjusted to

reHect the unique relative financial and/or business risks of Alliant, as I will discuss

in detail.

Q. WHY DID YOU USE MORE THAN ONE APPROACH FOR ESTIMATING

THE COST OF EQUITY?

A.

17

18

19

20 Because no single method provides the necessary level of precision for determining

a fair rate of return. As Dr. Morin states:21

22

23

24

Each methodology requires the exercise of considerable
judgment on the reasonableness of the assumptions underlying
the methodology and on the 1easonableness of the proxies used
to validate a theory. The inability of the DCF model to account
for changes in relative market valuation, discussed below, is a

25
I There are nine companies in my gas utility proxy group are included Value Line s Western, Central and
Eastern gas utilities. The gas utilities in my proxy group are listed in Table 2.26
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vivid example of the potential shortcomings of the DCF model
when applied to a given company. Similarly, the inability of
the CAPM to account for variables that affect security returns
other than beta tarnishes its use.

No one individual method provides the necessary level of
precis ion  for determining a fair return , but each method
provides  usefu l evidence to  facilitate the exercise of an
informed judgment. Reliance on any single method or preset
formula is inappropriate when dealing with investor
expectations because of possible measurement difficulties and
vagaries in individual companies' market data

When measuring equity costs, which essentially deals with the
measurement of investor expectations, no single methodology
provides a foolproof panacea. Each methodology requires the
exercise of considerable judgment on the reasonableness of the
assumptions underlying the methodology and on the
reasonableness of the proxies used to validate the theory. It
follows that more than one methodology should be employed
in arriving at a judgment on the cost of equity and that these
methodologies should be applied across a series of comparable
risk companies.2

THANK YOU. WHAT ABOUT THE COST OF DEBT?Q .

A. The Company is recommending a cost of debt of 3.85 percent. The Company will

be concurrently seeking authorization to borrow up to $15 million to fund new

infrastructure and rebalance its capital structure. The proposed interest rate is the

then existing 10-year U.S Treasury yield plus 160 basis points. A recent spot yield

of the 10-year U.S. Treasury (on August 8, 2019) is 2.25 percent. This spot yield

plus 160 basis points produces the 3.85 percent cost of debt proposed by the

Company at this stage. The actual interest rate may be higher or lower depending

on the prevailing U.S. Treasury yields at the time the debt is issued. Accordingly,

the Company will update the proposed cost of debt as the case moves closer to the

conclusion of this rate case.

2 Roger A. Morin, "New Regulatory Finance,"Public Utilities Reports, Inc. (2006) ("Morin"), pp. 428-429.

1

2

3

4

5

6

7

8

9

10

11

1 2

1 3

1 4

1 5

1 6

17

18

19

2 0

2 1

2 2

2 3

2 4

2 5

2 6

SHAPIRO LAW FIRM
APRUFESSIDNALCURFORATIIJH

5



11 .1

2

THE MEANING OF " J UST AND REASONABLE"  RATE OF RETURN.

HAVE THE COURTS SET FORTH ANY CRITERIA THAT GOVERN THEQ.

RATE OF RETURN THAT A UTILITY'S RATES SHOULD PRODUCE?3

A.4

5

6

Yes. In 1923, the U.S. Supreme Court set forth the following criteria for determining

whether a rate of return is reasonable in Blue field Water  Works and Improvement

Co. v. Public Service Commission Qf West Virginia , 262 U.S. 679, 692-93 (1923):

7

8

9

10

l l

1 2

1 3

A public utility is entitled to such rates as will permit it to earn
a return on the value of the property which it employs for the
convenience of the public equal to that generally being made
at the same time and in the same feral part of the country on
investments in other business unrfertakings which are attended
by corresponding risks and uncertainties The return should
be reasonably sufficient to assure confidence in the financial
soundness of the utility, and should be adequate, under
efficient and economical management, to maintain and support
its credit and enable it to raise the money necessary for the
proper discharge of its public duties. A rate of return may be
reasonable at one time and become too high Of too low by
changes affecting opportunities for investment, the money
market, and business conditions generally.

1 4

15

1 6

Then, in Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944),

the U.S. Supreme Court stated the following regarding the return to owners of an

entity:17

18

19

2 0

[T]he return to the equity owner should be commensurate with
returns on investments in other enterprises having
corresponding risks. That return, moreover, should be
sufficient to assure confidence in the financial integrity of the
enterprise, so as to maintain its credit and to attract capital. 320
U.S. at 603.

21

22 In summary, under Hope and Blue field:

The rate of return should be similar to the return in businesses with similar of23 (1)
24 comparable risks ,

The return should be sufficient to ensure the confidence in the financial25 (2)

26 integrity of the utility, and
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l (3) The return should be sufficient to maintain and support the utility's credit.

BEEN INAPPLIEDTHESE CRITERIA REGULATORYQ. HAVE

PROCEEDINGS?

A.

2

3

4 Yes, but the application of the "reasonableness" criteria laid down by the Supreme

Court has resulted in controversy. Computing the overall cost of capital is quite

straightforward, it is the composite, weighted cost of the various classes of capital

(debt, preferred stock, and common equity) used by the utility weighted by the

proportion that each class of capital bears to total capital. However, there is no

consensus regarding the best method of estimating the cost of equity capital. The

5

6

7

8

9

1 0

l l

1 2

1 3

1 4

increasing regulatory use of market-based finance models in equity return

determinations has not, at least to date, led to a universally accepted means of

estimating the ROE. In addition, the market-based results are too often applied to a

book-value investment base, which, as I will discuss later in my testimony,

understates the return expected by investors that invest in actual markets based on

market values.15

1 6 The cost of capital is based on the concept of opportunity cost, i.e., the

prospective return to investors must be comparable to investments of similar risk. If

a utility's return is less than the returns on investments with similar risk, investors

can and will invest elsewhere. As explained by Dr. Roger Morin in his book, New

17

18

19

20 Regulatory Finance :

21

22

23

24

25

26

The concept of cost of capital is firmly anchored in the
opportunity cost notion of economics. The cost of a specific
source of capital is basically detelrnined by the riskiness of that
investment in light of alternative opportunities and equals
investor's current opportunity cost of investing in the securities
of that utility. A rational investor is maximizing the
performance of his or her portfolio only if returns expected on
investor investments of comparable risk are the same. If not,
the investor will switch out of those investments yielding low
returns at a given risk level in favor of those investments
offering higher returns for the same degree of risk. This implies
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that a utility will be unable to attract capital unless it can offer
returns to capital suppliers comparable to those achieved on
alternate competing investments of similar risk.3

Th e Blue field decision suggests that opportunity cost is an appropriate measure of

the actual cost of common equity for a utility. This necessarily involves the direct

observation of returns on equity actually earned by firms with comparable risk to

ensure that the authorized rate of return is equivalent to the returns those firms are

earning.

111. R ISK  AND T H EOVERVIEW  OF THE RELATIONSHIP  BETW EEN
EXPECTED RETURN on AN INVESTMENT.

HOW I S THE  COST OF  E Q UI TY TYP I CAL L Y ANAL YZE D?Q .

A. The cost of equity is the rate of return that equity investors expect to receive on their

investment.  Investors can  choose f rom numerous investment op tions,  no t simply

publicly traded  stocks. Investments have varying degrees of risk, ranging from

relatively low risk assets such as Treasury securities to somewhat higher risk

corporate bonds to even higher risk common stocks. As the level of risk increases,

investors require higher returns on their investment. Finance models used to estimate

the cost of equity often rely on this basic concept.

Q. HOW DOES THE RISK-RETURN TRADE OFF CONCEPT WORK IN THE

CAPITAL MARKET?

A. The allocation of capital in a free market economy is based upon the relative risk of,

and expected return from, an investment. In  general,  investors rank  investment

opportunities in the order of their relative risks. Investment alternatives in which the

expected return is commensurate with the perceived risk become viable investment

options. If all other factors remain equal, the greater the risk, the higher the rate of

3 Morin, PP. 2I_22.
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l l

12

13

14

15

16

return investors will require to compensate them for the possibility of loss of either

the principal amount invested or the expected annual income from such investment.

Short-term Treasury bills provide a high degree of certainty and in nominal

terms (af ter  consider ing inf lation)  are considered  v ir tually r isk  f ree. Long-term

bonds and preferred stocks, having priority claims to assets and fixed income

payments, are relatively low risk, but are not risk free. The market values of long-

term bonds often fluctuate when government policies or other factors cause interest

rates to change. Common stocks are higher and to the right on the CML continuum,

because they have greater investment risk. Common stock risk is impacted by the

nature of the underlying business and the financial strength of the issuing corporation

and market-wide factors, such as general changes in capital costs.

The capital markets reflect investor expectations and requirements each day

th rough  market p r ices. Prices for stocks and bonds change to reflect investor

expectations and the relative attractiveness of one investment relative to others.

While the example provided above seems straightforward, returns on common stocks

are not directly observable in advance as compared to debt or preferred stocks with

fixed payment terms. This means that these returns must be estimated from market

data. Estimating the cost of equity capital should be a matter of informed judgment

about the relative risk of the company in question and the expected rate of return

characteristics of other alternative investments.

17

18

19

20

21 Q .

22

H O W IS TH E CO ST O F  EQUITY TO  BE DETERM INED F O R A

PARTICULAR COMPANY?

A.23

24

25

26

As can already be gleaned from my direct testimony so far, estimating a specific

entity's cost of equity is complex. It requires an analysis of the factors influencing

the cost of various types of capital, such as interest on long-term debt, dividends on

preferred stock, and earnings on common equity. The data for such an analysis
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comes from highly competitive capital markets, where the firm raises funds by

issuing common stock, selling bonds, and by borrowing (both long-term and short-

term) from banks and other financial institutions. In the capital markets, the cost of

capital, whether the capital is in the form of debt or equity, is determined by two

important factors:

1) The pure or real rate of interest, often called the risk-free rate of
interest, and

2) The .uncertainty or risk premium (or the compensation the inves.tor
requires, over and above the real or pure rate of interest for subjecting
their capital to additional risk).

PLEASE DISCUSS THESE FACTORS IN GREATER DETAIL.Q.

A. The pure rate of interest essentially reflects both the time preference for and the

productivity of capital. From the standpoint of the individual, it is the rate of interest

required to induce the individual to forgo present consumption and offer the funds,

thus saved, to others for a specified length of time. Moreover, the pure rate of interest

concept is based on the assumption that no uncertainty affects the investment

undertaken by the individual, i.e., there is no doubt that the periodic interest

payments will be made, and the principal returned at the end of the time period. In

reality, investments without any risk do not exist. Every commitment of funds

involves some degree of uncertainty.

Turning to the second factor affecting the cost of capital, it is generally

accepted that the higher the degree of uncertainty, the higher the cost of capital.

Investors are regarded as risk averse and require that the rate of return increase as

the risks and uncertainty associated with an investment increase.
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Q . C AN YOU P R OVIDE SOME P ER SP EC TIVE ON YOUR  P R EV1OUS

DISCUSSION WITH RESPECT TO RETURNS ON COMM()N STOCKS?

A. Yes. Conceptually, the required return on common stocks can be quantified by the

following equation:

[1]
Risk Premium+

Return on a
risk-tree asset

Required Return for
Common Stocks

The risk premium investors require for common stocks will be higher than the risk

premium they require for investment grade bonds. As I will discuss later in this

testimony, this concept is the basis of risk premium methods that are used to estimate

the cost of equity such as the CAPM.

Q . P LEASE DISCUSS IN MORE DETAIL THE IMP ACT OF  RISK ON

CAPITAL COSTS.

l

2

3

4

5

6

7

8

9

10

l l

12

A. With reference to specific utilities, risk is often discussed as consisting of two

separate types of risk: business risk and financial risk.

Business risk, the basic risk associated with any business undertaking, is the

uncertainty associated with the enterprise's day-to-day operations. In essence, it is

a function of the normal day-to-day business environment, both locally and

nationally. Business risks include the condition of the economy and capital markets,

the state of labor markets, regional stability, government regulation, technological

obsolescence, and other similar factors that may impact demand for the business'

products or services and its cost of production. For utilities, business risk also

includes the volatility of revenues arising from abnormal weather conditions, degrees

of operational leverage, regulation, and regulatory climate. Regulation, for example,

can compound the business risk if it is unpredictable in reacting to cost increases,

both in terms of the time lag and magnitude for recovery of such increases.
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Financial risk, on the other hand, concerns the distribution of business risk to

the various capital investors in the utility. Permanent capital is normally divided into

three categories: long-term debt, preferred stock, and common equity. Because

common equity owners have only a residual claim on earnings after debt and

preferred stockholders are  paid, financial risk tends to be concentrated in that

element of the firm's capital. Thus, a decision by management and/or regulators that

the utility raise additional capital by issuing additional debt concentrates even more

of the financial risk of the utility on the common equity owners.

Q. W HY W OULD R EGULATOR S W ANT R EGULATED UTILITIES T()

TAKE on ADDITIONAL DEBT, MR. BOURASSA?

A. Debt is less expensive than equity, so, in my experience, regulators often believe

utilities that are underleveraged (have too little debt) are not taking advantage of

lower cost capital. This view is correct, up to a point. For one thing, added debt

means higher financial risk to equity and that increased risk should be considered.

At some point, too, a utility like any enterprise can become overleveraged and not

be able to take on additional debt. I will discuss the relationship between risk and

capital structure in further detail later in my testimony.

Q. THANK YOU. BACK TO EQUATION [1] ABOVE, W HAT ARE THE

DETERMINANTS OF THE RISK-FREE RATE?

A. The risk-free rate can be disaggregated into a "real" rate of interest and an inflation

premium (expected future inflation).

Q. WHAT ARE THE DETERMINANTS OF THE REQUIRED RISK PREMIUM

FROM EQUATION [1] ABOVE?

A.

1
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The risk premium can be disaggregated into five general components: (1) Interest

Rate Risk, (2) Business Risk; (3) Regulatory Risk; (4) Financial Risk, and

(5) Liquidity Risk.
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l Interest Rate Risk refers to the variability in return caused by subsequent

changes in interest rates and stems from the inverse relationship between interest

rates and asset prices. For example, bond prices fall when interest rates rise and vice

versa.

2

3

4

a function of the normal

Business risk, the basic risk associated with any business undertaking, is the

uncertainty associated with the enterprise's day-to-day operations. In essence, it is

day-to-day business environment, both locally and

nationally, that increases the probability that expected future income flows accruing

Business risks include the condition of theto investors might not be realized.

5

6

7

8

9

1 0

l l

1 2

1 3

1 4

15

1 6

17

18

19

2 0

21

22

economy and capital markets, the state of labor markets, regional stability,

technological obsolescence, degree of competition, sales volatility, government

regulation, and other similar factors that may impact demand for the business product

and its cost of production. For utilities, business risk also includes the volatility of

revenues due to abnormal weather conditions and the degree of operational leverage.

Regulatory risk refers to the quality and consistency of regulation applied to

a given regulated utility. Regulatory jurisdictions are evaluated on the basis of three

major factors: (1) earnable return on equity, (2) regulatory quality, and (3) regulatory

practices. Collectively, these three factors influence a utility's ability to earn its

authorized return. The type of test year employed (historical or future), capital

structure and rate base issues, and the length of regulatory lag are among the reasons

a utility may or may not have a reasonable opportunity to earn its authorized return.

Financial risk concerns the distribution of business risk to the various capital

23

24

25

26

investors in the utility. It relates to the additional variability imparted to income

available to common shareholders stemming from the entity's method of financing

its capital needs. As I discussed earlier, because common equity owners have only

a residual claim on earnings after debt and preferred stockholders are paid, financial
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risk tends to be concentrated in that element of the firm's capital.

Construction risk is an important component of financial risk. Construction

risk is the risk of tying capital up in projects that are not earning returns, or not having

sufficient capital to build the assets needed to keep generating returns. If an entity

has a large construction budget relative to internally generated cash flows, it will

require external financing, which will result in greater financial risk. It is essential

that such entities have access to capital funds on reasonable terms and conditions.

Utilities are more susceptible to construction risk. Utilities have a mandated

obligation to serve, leaving less flexibility both in the timing and discretion of

scheduling capital projects. This is reflected in this rate case where the first costs of

the Company's mull-year pipeline replacement are subject to rate base treatment.

Alliant now has an obligation come up with up to $20 million of capital over the next

15-20 years for that single, la rge project in the Payson Division. The Company

cannot wait for more favorable market conditions to raise the capital necessary, nor

does it have flexibility to negotiate better terms in a busy marketplace. This shows

why it is imperative that the utility maintain access to needed capital and on

reasonable terms and conditions. The return allowed on common equity will have a

18 critical role in determining those terms and conditions.

ARE BUSINESS AND F INANCIAL RISK  INTERRELATED?19 Q .

A.20

21

22

23

24

Yes. Although often discussed separately, the two types of risks (business and

financial) are interrelated. A study by Scott and Martin found statistically significant

results for unregulated firms in twelve industries that "smaller equity ratios (higher

leverage use) are generally associated with larger companies."'* While unregulated

enterprises would be expected to seek the optimal balance between debt and equity

25
4 Scott, D.F. and Martin, J.D., "Industry Influence on Financial Structure," Financial Management (Spring
1975), pp. 67-7126
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to achieve the lowest overall cost of capital, the findings of Scott and Martin suggest

smaller firms found it prudent to offset higher business risks related to being small

by reducing financial risk. This evidence suggests the lowest cost equity ratio for

Alliant may be higher than the average equity ratio for the benchmark proxy group.

WHAT ABOUT LIQ UIDITY RISK ?Q .

A. Liquidity Risk refers to the ability to readily convert an investment into cash without

sustaining a loss. Capital market theory generally assumes that investments are

liquid and observations about risk and return are drawn from information about

liquid investments. Non-publicly traded Ol privately held investments possess little

liquidity.

IS INVESTMENT RISK IMPACTED BY COMPANY SIZE?Q .

A. Yes. Investment risk bears a direct relationship to size and increases as company

size decreases. Investment liquidity may be a significant factor explaining this

relationship. However, the illiquidity of smaller stocks does not capture the size

effect completely. Size may be a proxy for one or more true unknown factors

correlated with size.5

Iv . THE PUBLICLY TRADED UTILITIES THAT COMPRISE THE SAMPLE
GROUP USED TO ESTIMATE THE COST OF EQUITY.

WHICH COMPANIES CCMPRISE YOUR GAS PROXY GROUP?Q .

A. There are nine gas distribution utilities in my sample as listed in Table 2. The nine

gas distribution companies comprising the proxy group were selected by meeting the

following criteria: (1) they are followed by the Value Line Investment Survey, (2)

they have at least ten years of historical financial and market information, (3) they

have a Value Line adjusted beta, (4) they have not cut or omitted their common

5 Rolf W. Banz, "The Relationship between Return and Market Value of Common Stocks," Journal of
Financia l Economics (March 1981), pp. 3-18.
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dividends during the five years ending 2018 or through time of the preparation of

this testimony, (5) they have operating revenues primarily from regulated operations

in the U.S., and (6) at the time of the preparation of this testimony, they had not

publicly announced that they were involved in any major merger or acquisition

act ivity.  A copy of the  most  recent Va lue Line report on the natural gas utility

industry along with each gas utility in my proxy group is included in Exhibit TJB-

COC-DT2.

Q. YOU BRIEFLY MENTIONED WHY A PROXY GROUP IS USED. COULD

YOU PLEASE ELABORATE ON THAT EXPLANATION?

A.

hold

First, a fair rate of return for a specific utility is the return required by investors to

assets with corresponding levels of risk. Market data for a sample of

l
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l l

12 comparable companies provides insight into the investors' required return, and such
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data comports with the guidance from the U.S. Supreme Court's decisions in

Blue field a nd Hope, which I discussed earlier. The comparable earnings standard set

forth in the Hope and Blue field decisions requires that the rate of return afforded to

utilities be similar to the return for businesses with similar or comparable risks. It

follows that a proxy group of companies with comparable risk is the starting point

in a cost of capital analysis.

Second, a primary objective of rate regulation is to determine an authorized

ROE that is both fair to customers and provides reasonable returns for the subject

utility. The best estimate of that ROE is the cost of equity for Alliant. The cost of

equity is a  cost  of service fa irly recovered from customers through rates. For

investors in Alliant, the cost of equity is commensurate with returns an investor in

these utilities would expect to earn from investments of comparable risk. T o

estimate the cost of equity requires malket data that reveal investor-required returns.

Since Alliant is not publicly traded, there is no market information to determine the
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3

cost of equity. This necessitates the selection and use of a proxy group as a useful

star ting point for developing the cost of equity for Alliant while recognizing that the

proxies are not perfectly comparable.

THANK YOU. PLEASE PROVIDE A GENERAL DESCRIPTION OF THE4 Q .

GAS UTILITIES IN YOUR GAS PROXY GRUUP.5

A.6

7

8

9

10

l l

12

13

14

Table 2 lists the percentages of regulated revenues, operating revenues, net plant, the

number of customers OI population served, Value Line Financial strength, Value Line

betas, market capitalization, and market size category for the nine gas utilities.

Comparative data for  Allian t (where availab le)  is  also  shown in  Table 2.  The gas

utilities in the gas proxy group consist primarily of Mid-Cap companies.6 The

market capitalizations range for about $1 .5 billion to over $12 billion with an average

of approximately $5.8 billion. Operating revenues range from about $706 million to

over $7.6 billion with an average of nearly $3 billion. Net plant ranges from about

$1.4 billion to over $15.5 billion, with an average of nearly $5.7 billion.

HOW DOE S AL L IANT COM P ARE  TO THE  UTIL ITIE S IN YOUR P ROXY15 Q .

G R O UP ?16

A.17

18

19

20

21

22

On average, the utilities in the gas proxy group are much larger and, according to the

empirical financial data, they are less risky than Alliant. Alliant is much smaller

with fewer customers and has far less revenues, far less net plant and a relatively

small and limited service territory. At the end of 2018, Alliant had approximately

8,340 connections (approximately 1,280 for Page and 7, 150 for Payson) as compared

to the average of the gas proxy group of 1.4 million connections. Alliant's revenues

23

24

25

6 Based upon 2018 market data from the Center for Research in Security Prices: Micro-Cap companies are
Decile 9-10 with market capitalization less than $657 million, Low-Cap companies are Decile 6-8 with
market capitalization over $657 million but less than $2,760 million, MidCap companies are Decile 3-5
companies with market capitalization of over $2,760 million but less than $1 l ,979 million, and Large-Cap
companies are Decile 1-2 companies and have market capitalization of over $1 1,979 million.26
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4

totaled approximately $9 million ($2.3 million for Page and $6.7 million for Payson),

and net plant-in-service was approximately $9.2 million ($().7 million for Page and

$8.5 million for Payson). The average revenues of the gas proxy group are nearly

328 times greater than Alliant, and those entities have on average nearly 615 times

the net plant of Alliant.

Q . WHAT OTHER RISK FACTORS DISTINGUISH ALLIANT FROM THE

LARGER GAS UTILITIES IN YOUR PROXY GROUP?

A.

5
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1 0

l l
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1 6

17
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19

2 0

First, utilities are generally capital intensive and typically have large construction

budgets to allow the utilities to meet their obligations to provide safe and reliable

service. For gas utilities, pipeline replacement represents a significant portion of

capital construction programs. That said, firms with large construction budgets face

greater construction risk (a form of financial risk). The size of a utility's capital

budget relative to the size of the utility itself often increases construction risk. Large

utilities are better able to fund their capital budgets from their earnings, cash flows,

and short-term borrowings. For smaller utilities, the ability to fund their capital

budgets from earnings, cash flows, and short-term debt is difficult, if not impossible,

and they usually must rely on additional outside capital.

Second, smaller companies are simply less able to cope with significant

events that affect sales, revenues and earnings. For example, the loss of revenues

from a few larger customers or from trends in the reduction of usage by customers

21

22

23

through conservation or the makeup of the customer base would have a greater effect

on a small company than on a much larger company with a larger customer base.

Third, weather conditions and other natural phenomena can have an adverse

24

25

26

impact on earnings and cash flows. Severe weather conditions can impact suppliers

and the pipelines that deliver gas to the distribution system. Extended mild weather,

during either the winter period or summer period, can have a significant impact on
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cause substantial losses.l l

12

13

demand for and the cost of gas. While purchased gas adjuster mechanisms mitigate

the impact of weather variations on margins, severe weather conditions may have an

impact on the ability of suppliers and pipelines to deliver the gas, which can also

affect earnings.

Fourth, typically, gas distribution operations are subject to all operating

hazards and risks incidental to handling, storing, transporting and providing

customers with gas. These risks include catastrophic failure of the pipeline system,

explosions, pollution, release of toxic substances, fires, storms, safety issues and

other adverse weather conditions and hazards, each of which could result in damage

to or destruction of facilities or damage to persons and property. These events could

As Mr. Randolph explains in his testimony, Alliant

experienced just such an incident in its Payson Division in 2016 and now faces the

task of replacing almost 50 miles of pipeline, a task that will consume millions of

dollars over almost two decades.714
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Fifth, there are a number of other factors, including the differences in

regulatory environments, differences in the type of test year used for rate making,

and differences in the available regulatory mechanisms for recovery of costs outside

of a rate case. The large gas utilities in my gas proxy group are generally not subject

to the adverse impacts of an unfavorable regulatory environment of one jurisdiction

because of their size and/or because they operate in multiple jurisdictions.

In summary, there are several factors that impact the ability of a smaller utility

to actually earn its authorized return. An inadequate opportunity to earn the revenues

in a rate case leads to a greater variability of earnings for entities like Alliant when

compared to the proxy group. This volatility means greater risk, and the greater risk

25
7Direct Testimony of Robert Randolph, Section III.26
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requires higher returns to maintain and support the utility's credit.

Q. WHAT QUANTITATIVE MEASURES CAN BE USED To HELP IDENTIFY

DIFFERENCES IN BUSINESS RISK?

A.

l
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l l
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There are a number of fundamental accounting-based business risk measures that

can be used to assess the relative differences between firms. These include: (1) the

co-efficient of variance of ROE, (2) the co-efficient of variance of operating income,

(3) the co-efficient of variance of operating margin, and (4) Operating Leverage.

The first three reflect the distributions of earnings. These are meaningful when

measured against the distribution of earnings of alternative investments, like the gas

utilities in my gas proxy group. The fourth business risk measure reflects the impact

of sales fluctuations and the impact of fixed operating costs on earnings.

The co-efficient of variance of ROE can be quantified using the following

equation:

[2] Co-efficient of Variance of ROE = Standard Deviation of ROE/Mean of

ROE

The co-efficient of variance of operating income can be quantified using a

relatively simple equation:

[3] Co-efficient of Variance of Operating Income = Standard Deviation of

Operating Income/Mean of Operating Income

The co-efficient of variance of operating margin can be quantified using the

Standard Deviation of

in Operating

13
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following equation:

[4] Co-efficient of Variance of Operating Margin =

Operating Margin/Mean of Operating Margin

And, the Operating Leverage formula is expressed as:

[5] Operating Leverage Percentage Change

Income/Percentage Change in Sales
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Using the business risk measures expressed in equations [2], [3], [4], and [5],

the greater the co-efficient of variation or Operating Leverage, the greater the risk to

investors of not receiving expected returns.8 Table A shows the computed co-

efficient of variation for ROE, Operating Income, and Operating Margin, as well as

Operating Leverage using the five most recent years of historical data for the gas

proxy group and Alliant. These metrics show that Alliant is 6 to 10 times riskier

than the average gas proxy group companies.

Table A

C ompa nv

Business
Risk

Co-efficient
of variance

of Operating
Income

Business Risk
Co-efficient of

variance of
ROE

Operating
Leverage

Business Risk
Co-efficient

of variance of
Operating

Margin

1 .7 50.1508 0.18320.2960Gasc Proxy Group

5.400.8112 0.9107Alliant 1.8879

6.04 10.302.74 3.10

Relative Risk of Alliant
relative to  Ga s Proxy
Group

Q . CAN METRICS LIK E A COMP ANY' S CO-EF F ICIENT OF  VARIATION IN

ROE, CO-EFFICIENT OF VARIATION IN OPERATING INCOME, AND

OPERATING MARGIN BE USED ALONG W ITH MARKET DATA TO

DEVELOP  COMP ANY SP ECIF IC RISK  P REMIUMS?

A. Yes. Du# & Phelps publishes comparative risk characteristics using market data

that provides a nexus between a market beta and the metrics operating margin, the

coefficient of variation in operating margin, and the coefficient of variation in return

on equity.9 This information can be used to develop implied betas for Alliant for use
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26 See a l so

8 Lawrence W. Tuller, The Small Business Valuation (1994), p. 89.

9 Du# & P he lps , "2017 Valuation Handbook - U.S.  Guide  to Cos t of Capita l . "
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in the CAPM. By comparing the results of the CAPM for the gas proxy group with

the CAPM for Alliant using the implied betas, informed risk premiums can be

developed. As one would expect, the implied beta for Alliant is higher than the beta

of the gas proxy group and the empirical financial data suggests a small company

risk premium is appropriate. A risk premium of 80 to 288 basis points over the cost

of equity of the gas proxy group is indicated for Alliant. I will discuss the indicated

risk premiums and implied betas and small company risk premium in more detail in

the Alliant Risk Premium section of this direct testimony.8

9 Q . D() THE PROXY GROUP COMPANIES FACE THE SAME LIQUIDITY

RISK AS ALLIANT'S INVESTOR?10

A.l l
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No. A rational investor would not regard an investment in Alliant as having the same

level of risk as the much larger publicly traded gas utilities in the proxy group due

to the previously mentioned small size characteristics of Alliant and the fact that an

investment in Alliant is relatively illiquid compared to the publicly traded gas

utilities. An investor in a publicly traded stock can sell stock in a very short period

of time if dissatisfied with the returns. An investor in a privately held stock does not

have this ability to sell quickly. Consequently, investors will require a greater risk

premium, often called liquidity risk premium. As a consequence of these differences

in risk, the results produced by the DCF and RP methodologies, utilizing data for the

sample utilities, often understate the appropriate ROE for a small, regulated gas

utility such as Alliant. This is why the analysis requires a range of models and

professional judgment regarding reasonableness of the results.

23

24

25 www.dpcostofcapital.com: Du# & Phelps Cost of Capital Navigator platform ("DLq'f & Phelps Cost of
Capital Nc1viguIr1r") , Du.#.& Phelps,"20l 8 Valuation Handbook - U.S. Guide to Cost of Capital" ("Duj1" &
Phelps 2018 Valuation I-Iandbook").26
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Q . IS THERE A RELATIONSHIP  BETWEEN A UTILITY' S CAP ITAL

STRUCTURE AND ITS COST OF CAPITAL?

A. Yes, as discussed earlier, when an entity engages in debt financing, it exposes itself

to greater risk. As debt grows relative to the total capital structure the risk increases

in a geometric fashion as compared to the linear percentage increase in the debt ratio

itself. This risk is illustrated by considering the effect of leverage on net earnings.

For example, as leverage increases the equity ratio falls creating two adverse effects.

First, equity earnings decline rapidly and may even disappear. Second, the "cushion"

of equity protection for debt falls. A decline in the protection afforded debt holders,

or the possibility of a serious decline in debt protection, will act to increase the cost

of debt financing. Therefore, one may conclude that each new financing, whether

through debt or equity, impacts the marginal cost of future financing by any

alternative method.

For an entity already perceived as being over-leveraged, this additional

borrowing would cause the marginal costs of both equity and debt to increase.

On the other hand, if the same entity instead successfully employed equity funding,

this could actually reduce the real marginal cost of additional borrowing, even if the

particular equity issuance occurred at a higher unit cost than an equivalent amount

of debt.

Q. H ()W  DO  TH E  CAP ITAL  STRUCTURE S O F  TH E  SAMP L E  G AS

UTILITIES COMPARE T() THE PROPOSED PR() FORMA CAPITAL

STRUCTURES FOR ALLIANT?

A.
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Table 3 shows that the debt and equity capital structure used to develop the cost of

capital for Alliant. This structure contains 40 percent equity and 60 percent debt,

compared to the average of the gas utility sample of approximately 48.3 percent

equity and 51 .7 percent debt. Alliant's recommended capital structure is well within
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the range of capital structures found in the gas proxy group which range from 34.3

percent to 62.4 percent and given that Alliant is much smaller, I believe a 40 percent

debt level is appropriate at this time. Accordingly, I do not recommend a financial

risk adjustment.

v .

Q .

OVERVIEW OF THE DCF AND RISK PREMIUM METHODS.

PLEASE EXPLAIN THE GENERAL APPROACHES T() ESTIMATING

THE C()ST OF CAPITAL.

A. There are two broad approaches:

1) identify comparable-risk sample companies and estimate the cost of
capital directly, or

2) find the location on the CML and estimate the relative risk of the
entity, which jointly determines the cost of capital.

The DCF method falls into the first approach. It is a direct method but uses only a

subset of the total capital market evidence. The DCF rests on the premise that the

fundamental value of an asset (i.e., stock) is its ability to generate future cash flows

to the owner of that asset. The DCF is simply the sum of a stock's expected dividend

yield and the expected long-term growth rate. Dividend yields are readily available,

but long-term growth estimates are not. I will explain the DCF further below.

The RP methods fall into the second approach. An equity risk premium is

established by determining the relationship between the cost of equity and an interest

rate over time. The CAPM method falls into the category of RP methods.

To implement, it is generally assumed that the past correlation will continue on into

the future. The RP generally uses a small subset of the capital market evidence

whereas the CAPM uses information on all securities, rather than a small subset.

I will also explain the RP methods in more detail later. For now, the RP methods

reflect a risk-return relationship, often depicted graphically as the CML.
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Each of these methods measures investor expectations. In the final analysis,

ROE estimates are subjective and should be based on sound, informed judgment and

supported by competent evidence. I have applied one version of the DCF and three

versions of the RP methods (including the CAPM as one of the RP methods).

I believe these methods provide the foundation for evaluating the fair cost of equity

capital for the publicly traded gas utilities in my proxy group. Then, I added a risk

premium to the results of these models for the gas proxy group to account for the

differences in risk (business, regulatory, liquidity, size) between the gas proxy group

and Alliant.

A.

Q .

Ex lanation of the DCF Model and Its In uts.

PLEASE EXPLAIN THE DCF METHOD OF ESTIMATING THE COST OF

EQUITY.

A.
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The DCF model is based on the concept that the current price of a share of stock is

equal to the present value of future cash flows from the purchase of the stock.

In other words, the DCF model seeks to replicate the market valuation process that

sets the price investors are willing to pay for a share of an entity's stock. It rests on

the assumption that investors rely on the expected returns (i.e., cash flow they expect

to receive) to set the price of a security. The DCF model in its most general form is:

[6] P0 = CFI/(1+k) + CF;/(1+k)2 + + CF.,/(1+k)"

where k is the cost of equity, n is the number of years, P0 is the current stock price,

and, CF1, through CFu are the expected future cash flows expected to be received in

periods 1 through n.

Equation [6] can be written to show that the current price (Po) is also equal to

[7] Po = CFI/(l+k) + CF;/(1+k)2 + + P/(l+k)'

where Pt is the price expected to be received at the end of the period t. If the future

price (Pt) included a premium (an expected increase in the stock price or capital
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gain), the price the investor would pay today (in anticipation of receiving that

premium) would increase. other words, by estimating the cash flows from the

purchase of a stock in the form of dividends and capital gains, we can calculate the

investor's required rate of return, i.e., the rate of return an investor presumptively

used in bidding the current price to the stock (PO) to its current level.

Equation [7] is a Market Price version of the DCF model. As with the general

form of the DCF model in equation [6], the current stock price (P0) is the present

value of the expected cash inflows in the Market Price approach. The cash flows are

comprised of dividends and the final selling price of the stock. The estimated cost

of equity (k) is the rate of return investors expect if they bought the stock at today's

price, held the stock and received dividends through the transition period, and then

sold it for price in period t (Pi).

Q . C AN YOU PR OVIDE AN EXAM PLE T() ILLUSTR ATE THE M AR K ET

PRICE VERSION OF THE DCF 1V1ODEL?

A. Yes. Assume an investor buys a share of common stock for $40. If the expected

dividend during the coming year is $2.00, then the expected dividend yield is

5 percent ($2.00/$40 = 5.0 percent). If the stock price is also expected to increase to

$43.00 after one year, this $3.00 expected gain adds an additional 7.5 percent to the

expected total rate of return ($3.00/$40 = 7.5 percent). Thus, the investor buying the

stock at $40 per share expects a total return of 12.5 percent (5 percent dividend yield

plus 7.5 percent price appreciation). The total return of 12.5 percent is the

appropriate measure of the cost of capital because it is the rate of return that caused

the investor to commit $40 of his or her capital by purchasing the stock.

PLEASE CONTINUE WITH YOUR DESCRIPTION OF THE DCF MODEL.Q.

A.
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Under the assumption that future cash How is expected to grow at a constant rate

("g"), equation [6] can be solved for k and rearranged into the simple form:
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[8] k = CFI/Po + g

where CF1/P0 is the expected dividend yield (also expressed as D0/P0) and g is the

expected long-term dividend (price) growth rate. The expected dividend yield is

computed as the ratio of next period's expected dividend ("D0") divided by the

current stock price ("P0").

This form of the DCF model is known as the "constant growth" DCF model

and recognizes that investors expect to receive a portion of their total return in the

form of current dividends and the remainder through future dividends and capital

(i.e., price) appreciation. A key assumption of this form of the model is that investors

expect that same rate of return (k) every year and that market price grows at the same

rate as dividends. As already discussed, this has not been historically true for the

gas utility sample, as shown by the data in Table 4.

Q. ARE THERE ANY CONCERNS ABOUT APPLYING THE DCF MODEL T()

UTILITY STOCKS?

A.
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Yes, there are a number of reasons why caution must be used when applying the

DCF model to utility stocks. First, a non-publicly traded company does not have a

stock market price. Using the stock prices from a proxy group assumes that the stock

of Alliant would be similarly priced and has a dividend yield similar to the publicly

traded gas companies. Second, the stock price and dividend yield components may

be unduly influenced by structural changes in the industry, such as mergers and

acquisitions, which influence investor expectations. Third, the DCF model is based

on a number of assumptions that may not be realistic given the current capital market

environment. The traditional DCF model assumes that the market price per share

("MPPS"), book value per share ("BVPS), earnings per share ("EPS"), and dividends

per share ("DPS"), all grow at the same rate. This has not been historically true for

the sample gas utility companies. For example, Table 4 shows that over the past 5
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1

2

years the average MPPS growth has significantly exceeded the average BVPS, EPS,

and DPS .

3
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7
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l l

12

The 3, 5, and 10-year total returns for the gas proxy group as reported by

Value Line are 11.48 percent, 11.92, and 14.87 percent, respectively, from advances

in stock prices and reinvestment of dividends.!0 These returns are significantly

higher than my DCF estimate of the cost of equity of 9.8 percent and are a source of

my concern in the application of the DCF at this time. The expected equity returns

suggested by the market based DCF model does not line up with recent experience

in the markets. As Dr. Morin notes, "to the extent that increases (decreases) in

relative market valuation are anticipated by investors, especially myopic investors

with short-term investment horizons, the standard DCF model will understate

(overstate) the cost of equity."" Another way of stating this point is that the DCF

model does not account for the ebb and flow of investor sentiments over the course13

14

15

16

17

18

19

20

21

22

23

of the business cycle. The problem was particularly acute in the mid 1990s and mid

2000s where investors, faced with very low returns on short-term fixed-income

securities and an uncertain market outlook, sought higher yields offered by utility

stocks in a so-called flight to quality, boosting utility stock price and lowering the

dividend y1€1d.12

Fourth, the application of the DCF model produces estimates of the cost of

equity that are consistent with investor expectations only when the market price of a

stock and the stock's book value are approximately the same. The DCF model will

understate the cost of equity when the market-to-book ratio exceeds 1.0 and,

conversely, the model will overstate the cost of equity when the market-to-book ratio

24

25
10 Value Line Investment Analyzer weekly data from March 29, 2018.

'! Morin, p. 433.

12 Morin, pp. 21-222 6
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is less than 1.0. The reason for this is that the market-derived return produced by the

DCF is often applied to book value rate base by regulators.

Fifth, the assumption of a constant growth rate may be unrealistic, and there

may be difficulty in finding an adequate proxy for the growth rate. Historical growth

rates can be downward biased as a result of the impact of anemic historical growth

rates in earnings, mergers and acquisitions, restructuring, unfavorable regulatory

decisions, and even abnormal weather patterns. Conversely historical growth rates

can be upwardly biased as well particularly under current market conditions as

discussed previously.

IS THE  DCF  A SUP E RIOR M E THODOL OGY?Q .

A.

Q. W H AT  DAT A H AVE  YO U USE D T () C O MP UT E  T H E  E XP E C T E D

DIVIDEND YIELD (D1/P0) IN YOUR DCF MUDEL?

A.

Not in my opinion. Again, I concur with Dr. Morin who states:

While it is certainly appropriate to use the DCF methodology
to estimate the cost of equity, there is no proof that the DCF
produces a more accurate estimate of the cost of equity than
other methodologies. Sole reliance on the DCF model ignores
the capital market evidence and financial theory formalized in
the CAPM and other risk premium methods. The DCF model
is one of many tools to be employed in conjunction with other
methods to estimate the cost of equity. It is not a superior
methodology that supplants other financial theory and market
evidence. The br oa d usa ge of t he DCF met hodology i n
r egulatory proceedings in contr ast to its vir tual disappearance
in academic textbooks does not make if superior  ro other
methods. The same is true of the Risk Premium and CAPM
methodologies. (Emphasis added)14

First, I computed a current dividend yield (Do/Po). The time value of money should

be taken into account when determining dividend yields. This adjustment is required

1
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2 6

13 Morin, pp. 434435.

14 Morin, p. 431 .
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because the basic  model assumes dividends are  paid once a  year, but  investors

actually receive dividend payments on a quarterly basis. Prices they pay for the stock

(PO) would reflect the anticipated payment and potential re-investment of quarterly

dividends. To approximate the time value of money and the payment of quarterly

dividends, I computed expected dividend yield (Dl/P0) as the current dividend yield

(Do/Po) times one plus the growth rate (g) divided by 2. I used the spot price for each

of the stocks of the gas utilities in the sample group as reported by the Va lue Line

Investment Analyzer for July 3, 2019 for Po. The current dividend (CFo) is the current

indicated dividend as reported by Va lue Line. In my tables, the current dividend

yield is denoted as (D0/P0), where Do is the current dividend and P0 is the spot stock

price. (Di/Po) is used to denote the expected dividend yield in the tables.

Q . WHAT M E ASURE S OF  GROWTH (" g" ) HAVE  YOU USE D?

A. My projected estimate of growth is based upon analysts' estimates of EPS growth.

For my forecast growth estimate, I have used the growth forecasts from Value Line,

Zacks Investment Research, and Yahoo Finance. I report the historical growth and

analysts' forecasts of future growth in Table 4.

DIDQ . YO U CO NSIDE R ANY O TH E R ME TH O D O F  E STIMATING

EXPECTED GROWTH TO APPLY THE DCF MODEL?

A.
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Yes.  I  considered  using the so-called  "sustainable growth" method.  According to

this method, future  growth is est imated by mult iplying the fract ion of earnings

expected to be retained by the company, 'b,' by the expected return on book equity,

ROE, as follows:

g = b x ROE

where g = expected growth rate in earnings/dividends

b = expected retention ratio

ROE = expected return on book equity
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1 DO YOU HAVE ANY RESERVATIONS REGARDING THE SUSTAINABLEQ.

2 GRGWTH METHOD?

A.3 Yes, for a least two reasons. First, the sustainable method of predicting growth is

4

5

6

7

8

9

10

l l

inherently circular.l5 This is because it relies upon an expected return on book

common equity which is then used in a DCF analysis to establish a common equity

cost rate related to the market value of common stock. If this common equity cost

rate is authorized as the allowed return in a regulatory proceeding, it will become the

expected return on book common equity. Second, the empirical finance literature

demonstrates that the sustainable growth method of determining growth is not as

significantly correlated to measures of value, such as stock prices and price/earnings

ratios, as analysts' growth forecasts.i6 Because of these reasons, I chose not to rely

on this method.12

DIDWHY YOU USE FQRECASTED GROWTH RATES IN YOUR13 Q.

GROWTH ESTIMATES?14

A.15

16

The empirical evidence indicates that analyst estimates of EPS growth are the best

measure of growth for use in the DCF for utility stocks." Further, the DCF model

17

18

19

20

21

22

23

24

25

15 Morin, p. 306.

16 Morin, p. 307.

17 Gordon, David A., Gordon, Myron J. and Gould, Lawrence I., "Choice Among Methods of Estimating
Share Yield,"Journal of Portjblio Management (Spring 1989), pp. 50-55. Gordon, Gordon and Gould found
that a consensus of analysts' forecasts of earnings per share growth for the next five years provides a more
accurate estimate of growth required in the DCF model than three different historical measures of growth
(historical EPS, historical DPS, and historical retention growth). They explain that this result makes sense
because analysts would take into account such past growth as indicators of future growth as well as any new
information. Other studies confirm the superiority of analysts' estimates such as Vander Weide, James H.
and Carleton, Willard T., "Investor Growth Expectations: Analysts vs. History," Journal of PortfOlio
Management (Spring 1988), pp. 78-87, Brown, Lawrence D. and Rozeff, Michael S., "The Superiority of
Analyst Forecasts as Measures of Expectations: Evidence from Earnings,"Journal of Finance (March I 978),
pp. 1-16, and Timme, Stephen G. and Eisemann, Peter C., "On the Use of Consensus Forecasts of Growth
in the Constant Growth Model: The Case br Electric Utilities," Journal of Financial Management (Winter
1989), pp. 23-35. A 2004 study by the Kentucky Public Service Commission Advance Research Center
updated the study by Vander Weide and Carleton (1988) and confirmed the superiority of analyst estimates
over historical averages.26
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requires estimates of growth that investors expect in the future and not past estimates

of growth that  have already occurred. Logically, in est imating future growth,

financial institutions and analysts have taken into account all relevant historical

information on an entity, as well as other more recent information.l8 To the extent

that past results provide useful indications of future growth prospects, analysts'

forecasts would already incorporate that information. In addition, the current price

of a  stock reflects known historic  information on that  ent ity, including its past

earnings history. Any further recognition of the past will double count what has

already occurred. Therefore, forward-looking growth rates should be used.

DID YOU APPLY A REASONABLENESS TEST TO THE INDIVIDUAL10 Q .

l l RESULTS OF THE DCF?

A.12

13

14

15

16

Yes. DCF results that are less than the forecast Baa investment gra de bond yield

plus 100 basis points or 6.5 percent are excluded because 6.5 percent is the minimum

plausib le expected  cost of  equity.  This "reasonableness check" is consisten t with

methods the Federal Energy Regulatory Commission ("FERC") adopted in the past

and consisten t with  basic investment common sense.!9 In  my v iew,  the 100 basis

17

18

19

20

points above Baa bonds is conservative given that the 35-year average historical

premium computed from annual total returns on the gas proxy group and Baa

investment grade bond is much greater than 100 basis points. Investors will not

invest in risky common stocks if they can earn a higher return on less risky

investments.21

22

23

24

25

is Gordon, Gordon, and Gould. p. 54.

19 In its 2008 Order for Southern California Edison 122 FERC '][6l 236 at 25, the FERC lists screens which
included exclusion of any company whose low-end ROE fails to exceed the average bond yield by about
100 basis points, or more.26

SHAPIRO LAW FIRM
A PRDFES$iONA\. C[lRIORATl)\I

32



Q. PLEASE SUMMARIZE THE EQUITY COST ESTIMATES Y()U MAKE

WITH THE DCF APPROACH.

A. In Table 6, my DCF estimate for the cost of equity of the gas proxy group is

9.8 percent. For Alliant my estimate 10.6 percent."

Q.

B. Ex lanation of the RP and Its In us.

PLEASE EXPLAIN THE RP METHODOLOGY FOR ESTIMATING THE

COST OF EQUITY.

A. The RP method is sometimes referred to as the "bond yield plus risk premium

method." The general approach is to determine the spread between the return on

debt and the return on equity, and then add this spread to the current debt yield to

derive an estimate of the cost of equity. To implement the RP, it is assumed that the

past relationship will continue into the future. The RP is widely used by analysts

and 1nV€8[0[$.21

The RPM formula provides a formal risk-return relationship and is stated as:

(9) k = Kd + bond-equity spread

where k is the expected return on equity and Kd is the cost of debt or debt yield.

HOW MANY RP ANALYSES HAVE YOU PERFORMED?Q.

A. I performed two risk premium analyses plus the CAPM. My first analysis is

presented in Table 8. For this risk premium analysis an historical risk premium for

the gas utility industry was estimated with an annual time series analysis applied to

the utility industry as a whole over the 1963-2018 period using Standard and Poor '5

Urilit.v Index as an industry proxy. The historical risk premium was estimated by

computing the actual realized return on equity capital for the S&P Utility Index for

each year and then subtracting the long-term Treasury bond return for that year.

20 See Table 1.

21 Morin, p . 108.
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2023 is lower than the average historical

I

As shown on Table 8, the a ver a ge risk premium over the period was

5.0 percent over long-term Treasury bond yields. I adjusted the risk premium

estimate upward by assuming that the cost of equity changes by half as much as the

difference in  Treasury bond rates. Because the long-term Treasury rate of

3.6 percent that is expected in 2021

Treasury rate of 6.4 percent for the period 1963 to 2018, the future risk premium is

expected to be higher than the simple average RP based on past data. Therefore,

computed a future risk premium of 6.0 percent based upon the assumption that equity

cost changes by 50 percent of the change in interest rates.

My adjustment to the risk premium is consistent with methodologies used by

the California  PUC. In the past, the California PUC has determined that risk

premiums vary inversely with interest rates. In Decision 97-12-089, the California

PUC found that costs of  equity for  energy u tilities move in  the same d irection  as

interest rates but by less. More recently, in Decision 02-11-027, the California PUC

confirmed that its practice was to adjust returns on equity for energy utilities by one-

half to two-thirds of the change in the benchmark interest rate. These findings are

consistent with the findings of Dr. Morin.

Q. HAVE OTHERS FOUND AN INVERSE RELATIONSHIP BETWEEN RISK

PREMIUMS AND INTEREST RATES?

A. Yes. Harris and Marston, "Estimating Shareholders Risk Premia Using Analysts'

Growth Rates," Financial Management (Summer 1992) found an inverse

relationship.

WH AT I S TH E  R E SUL T O F  Y()UR  F I R ST AP P R O AC H ?Q .

A. Table 8 shows the indicated cost of equity for the gas proxy group is 9.6 percent.

22 Morin, pp. 128-129.
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For comparison, my estimate for Alliant is 10.5 percent.

P L E ASE  E XP L AIN YOUR SE CDND RP  AP P ROACH.Q .

A. In the second RP analysis, I examined the historical risk premiums implied in the

ROEs allowed by regulatory commissions for gas utilities over the 2001-2018 period

for which data were available, relative to the contemporaneous level of the long-term

Treasury bond yield. This variation of the risk premium approach is reasonable

because allowed risk premiums are presumably based on the results of market-based

methodologies (DCF, Risk Premium, CAPM, etc.) presented to regulators in rate

hearings and on the actions of objective unbiased investors in  a competitive

marketplace.

This RP approach relies on authorized ROEs as proxies for the costs of equity

for gas utilities. My analysis recognizes risk premiums are expected to increase

(decrease) as interest rates decrease (increase). Dr. Morin reports the following

statistical relationship between risk premiums (RPm) and Treasury rates (Yield) for

the period 1987 to 2005 for electric utilities:

(10) RPm = 8.2049 - 0.4833 x Yield R2 = .81

where a vera ges of allowed equity returns reported by Regulatory Research

Associates (also SNL) were adopted as the proxies for equity costs and yields are for

Treasury bonds.

To obtain a cost of equity estimate, Dr. Morin inserts a current or projected

Treasury bond yield in his estimated equation. He further explains, "the clear inverse

relationship between the allowed risk premium and interest rates [is] revealed in past

common equity decisions."24
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2 3  Se e  Tabl e  1 .

3 4  Mo r i n,  p.  1 2 4 .
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1
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3

.447R24

I also used information reported in annual surveys from Public Utility Reports

("PUR") in my analysis. My analysis uses authorized returns from 2005 to 2017 and

produces the following statistical relationship:

(11) RPm = 8.542 - 0.6097 x Yield

WHAT I S THE  RE SUL T OF  YOUR SE COND AP P ROACH?5 Q.

A.6

7

Table 9 shows the indicated cost of equity for the gas proxy group is 9.8 percent.

My estimate for Alliant is 10.6 percent.25

Q. SHOULD STUDIES OF  HISTOR IC AL R ISK P R EMIUMS R ELY ON

ARITHMETIC AVERAGE RETURNS OR ON GEUMETRIC AVERAGE

8

9

RETURNS?10

A.l l Whenever relying on historical risk premiums, only arithmetic average returns over

12 long periods should be used for forecasting and estimating the cost of capital, and

13 geometr ic average returns are not.  As var ious f inance exper ts have explained ,  an

14 arithmetic mean is the correct approach to use in estimating the cost of capital,

15 particularly for a risk premium model." As Dr. Morin states:

16

2 7

17

18

19

20

Because valuation is forward-looking, the appropriate average
is the  one that  most  accurately approximates the  expected
future rate of return. The best estimate of the expected r etur ns
over a  future holding per iod is the a r ithmetic average. Only
arithmetic means a re correcfjOrforecasting purposes andjOr
estimating the cost of capital. There is no theoretical or
empirical justification for the use of geometric rates of return
as a measure of the appropriate discount rate in computing the
cost of capital or in computing present values.

21 The consensus among these experts makes sense. Only arithmetic mean

22 return rates and yields are appropriate for cost of capital purposes because ex-post

23

24

25

25 See Table l.

26 Zvi Bode, Alex Kane, Alan J. Marcus, Investments (McGraw-Hill 6th ed., 2005), pp. 864 - 865, Richard
A. Brealey, Stewart C. Myers, Frankin Allen, Principles of Corporate Firmnce (McGraw-Hill llth ed.), pp.
162-163.

27 Morin, pp. I 16-117 (emphasis added).2 6
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(historical) total returns and equity risk premiums differ in size and direction over

time, providing insight into the variance and standard deviation of returns. The

geometric mean of ex-post (after the fact) equity risk premiums provides no insight

into the potential variance of future returns because the geometric mean relates the

change over many periods to a constant rate of change, rather than the year-to-year

fluctuations, or variance, which are critical to risk analysis. In short, the conclusion

of these financial experts is that, while the geometric mean is useful in comparing

what happened in the past, it should not be used to determine estimates of expected

future returns or market risk premiums.

T O  T H EQ. LET' S TUR N CAPM. P L E ASE  E XP L AIN T H E  C AP M

METHODOLOGY FOR ESTIMATING THE COST OF EQUITY.

A.

l
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l l

12 Like all RP methods, the CAPM is the sum of a risk-free rate plus a risk premium.

Like the RPM, it quantifies the additional return required by investors for bearing

incremental risk. The CAPM was developed by William Sharpe and John Lintner

in the mid-1960s and is a common topic in college finance textbooks. The CAPM

provides a formal risk-return relationship premised on the idea that only market risk

matters, as measured by beta. The traditional version of CAPM is represented by

the formula:

[10]  k = Rf + [3(Rm-Rf)

where k is the expected return, Rf is the risk-free rate (or zero beta asset), Rm is the

market return, (Rm-Rf) is the market risk premium, and [3 is beta.

WHAT I S BE TA AND WHAT DOE S I T M E ASURE ?Q .

A.
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Beta is a measure of the relative risk of a security in relation to the market. In other

words, it is a measure of the sensitivity of a security to the market as a whole. This

sensitivity is also known as systematic risk. It is estimated by regressing a security's

excess returns against a market portfolio 's excess returns. The s lope o f the
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1 regression line is the beta.

2

3

Beta for the market is 1.0. A security with a beta greater than l .0 is considered

riskier than the market. A security with a beta less than 1.0 is considered less risky

than the market.4

5 Q . ARE THERE ANY CCNCERNS ABOUT APPLYING THE CAPM MODEL

TO UTILITY STOCKS?6

A.7

8

9

10

l l

12

13

14

15

16

Yes. I have concerns with using this model in most periods because mechanical

application of the model may produce unreasonable results. The traditional CAPM

only captures a single measure of systematic risk as measured by beta, but there are

other forms of systematic risk priced by the market such as company size. A size

premium is necessary because the empirical evidence indicates that beta alone does

not measure the risk of smaller companies. Further ,  there are computational

problems surrounding beta since it depends on the return data, the time period used,

its duration, the choice of the market index, and whether annual, monthly, or weekly

return figures are used. Betas are also estimated with error. Based on empirical

evidence, high betas will tend to have a positive error (risk is overestimated) and low

betas will have a negative error (risk is underestimated).29

ARE THE RE  AL TE RNATI VE S TO THE  TRADI TI ONAL  CAP M ?Q .

A.

17

18

19

20

21

22

23

Yes, alternative versions of the CAPM have been developed that provide more robust

explanations of returns required by investors. A version of the CAPM called the

Empirical CAPM or ECAPM was developed to recognize that estimations of Rf are

higher than the return on long-term Treasuries. Dr. Roger Morin discusses ECAPM

at pages 189-191 of his book, New Regula tory Finance. The ECPAM is represented

24

25

26

28 Drug& Phelps 20/8 Valuation Handbook,Chapter 2, p. 7.

29 Fama, Eugene F. and Kenneth R. French, "The Capital Asset Pricing Model: Theory and Evidence,"
Journal QfEcorwmic Perspectives (Summer 2004) pp. 2546.
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as follows:1

2

3

4

[1 1]  k = Rf + .25lRm"Rf) + . 75B(Rm-Rf)

The ECAPM was developed from the empirical findings that show the slope of the

CML is flatter and the risk-free rate is at a higher point than predicted by the pure

5 CAPM. The ECAPM has been shown to do a better job at predicting market returns.

6

7

Dujj" & Phelps also suggests a version of the CAPM in which a size premium

is included." This modified CAPM or MCAPM is represented as follows:

8

9

10

l l

[12] k = Rf + P(R,u-Rf) + RPs

where k is the expected return, Rf is the risk-free rate (or zero beta asset), Rm is the

market return, (Rm'Rf) is the market risk premium, [3 is beta, and RPs is the size

Both the ECAPM and MCAPM recognize that the pure CAPM ispremium.

12

13

14

incomplete and does not fully account for the higher returns that are needed on

smaller  company stocks.  In  o ther  words,  the h igher  r isks associated  with  smaller

firms are not fully accounted for by beta.3!

15 I S F I R M  SI ZE  A UNI Q UE  R I SK ?Q .

A.16

17

18

19

20

21

22

No, firm size is a systematic risk factor and is an adjustment to the pure CAPM82

Putting aside the empirical financial data, the need for a risk premium for size makes

sense. Entity size is a significant element of business risk for which investors expect

to be compensated through greater returns. As discussed earlier, smaller companies

are simply less able to cope with significant events that impact sales, revenues, and

earnings. Smaller companies face more risk exposure to business cycles and

economic conditions, both nationally and locally. Additionally, the loss of revenues

23

24

25

30 Diqj"& Phelps 2018 Valuation Handbook, Chapter 2, p. 14.

31 Morningstar, lbbotson SBBI 2013 Valuation Yearbook ("Morningstar"), pp. 85-88.

32 Pratt, Shannon P. and Roger J. Grabowski, Cost of Capital: Applications and Examples (John Wiley and
Sons, 4"' Ed. 2010), p. 56.26

SHAPIRO LAW FIRM
A PRDFES$iONA\. C[lRIORATl)\I

39



from a few larger customers would have a greater effect on a small entity than on a

much larger entity with a larger, more diverse, customer base. Moreover, smaller

entit ies  are generally  less  d iverse in  their operations and have less  financial

flexibility.

DIDQ . YO U E MP L O Y E IT H E R  O F  T H E SE  AL T E R NAT IVE  C AP M

METHODS (EQUATIONS 11 AND 12) AS PART OF YOUR ANALYSIS?

A. Yes, I employed all three versions of the CAPM to estimate the cost of equity for the

gas proxy group, which does somewhat mitigate my concerns about the traditional

CAPM.

WHAT IS THE  RISK -F RE E  RATE (Rf)?Q.

A.

In

It is the return on an investment with no risk. The U.S. Treasury rate serves as the

basis for the risk-free rate because the yields are directly observable in the market

and are backed by the U.S. government. Practically speaking, short-term rates are

volatile, fluctuate widely and are subject to more random disturbances than long-

term rates. short, long-term Treasury rates are preferred for these reasons and

because long-term rates are more appropriately matched to securities with an

indefinite life O1 long-term investment horizon.

WHAT DO YOU USE  AS THE  RISK -F RE E  RATE (Rf)?Q.

A.

1

2

3

4

5

6

7

8

9

1 0

l l

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

21

22

23

24

25

26

I used the expected U.S. Long-term Treasury rate for the period 2021-2023 as the

basis for the risk-free rate. Since the cost of capital is an opportunity cost and is

prospective, it necessarily requires the use of a forward-looking bond yield. In recent

years, interest rates have dropped to very low levels when compared to interest rates

for similar securities in the past. From 1999 to 2007, the annual average yield for

long-term Treasury bonds was 5.24 percent, ranging from a low of 4.84 percent in

2007 to a high of 5.94 percent in 2000. In 2008, and during the recent recession, that

annual average dropped to 4.24 percent and dropped further in 2012 to 2.9 percent.
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The drop in long-term Treasury rates has been largely attributed to the market

intervention by the Federal Reserve through its quantitative easing programs. Long-

term Treasury rates for 2013 and 2014 averaged 3.45 percent and 3.34 percent,

respectively. For 2017, long-term Treasury rates have averaged 2.90 percent. The

Federal Reserve raised the key federal funds interest rate by 25 basis points three

times 2017 and another 4 times in 2018. The current federal funds rate is at 2.5

percent. The average 30-year U.S. Treasury yield for 2018 was 3.0 percent. The

average y ie ld  fo r the  5 m on ths  o f 2019 has  rem ained  around  3.0 percen t .

Notwithstanding the most recent rate h ikes in  2018, in terest  rates  remain  at

historically low levels, and have even fallen further over the past 30-45 days, which

may be a short-term situation due to the U.S.-China trade tensions. Still economists

expect  the 30-year U.S. Treasury  y ields  to  rise to  3.6 percen t  in  2021-2023

timeframe.

WHY DO YOU USE LONG-TERM U.S. TREASURY YIELDS?Q .

A. The yields on long-term Treasury bonds match more closely with the perpetual

nature of common stock investments." In addition, short-term rates are more

volatile, fluctuate widely and are subject to more random disturbances than long-

term rates. Long-term Treasury rates are more appropriately matched to securities

with an indefinite life or long-term investment horizon. For these reasons long-term

rates are preferred.

WHAT D() YOU ADOP T AS THE  RE TURN F DR THE  RI SK -F RE E  RATE ?Q .

A. I used long-term expected Treasury bond rates as the measure of the risk-free return

for use with CAPM cost of equity estimates from two 8ources: the Blue Chip

Financia l Forecasts and the Va lue Line Quar ter ly Foreeast.34 The appropriate

33 Morin, p. 112.

34 See Table 9.
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choice for the risk-free rate is the expected return for long-term Treasury securities.35

Thus, when determining an estimate of the risk-free rate, it is appropriate to adopt a

return that is no less than the expected return on the long-term Treasury bond rate.

Models to determine the cost of capital are prospective in nature, which require

expectational inputs, such as forecasted interest rates.36 The CAPM, ECAPM, and

MCAPM estimates are based on expected yields of the long-terrn Treasury rates for

2018 (from Blue Chip F inancial For ecasts and Value Line Quar ter ly For ecasts), the

average of which is 3.7 percent.37

Q. WHAT DID YOU USE AS THE PROXY OF THE BETA IN YOUR CAPM

MODELS?

A. I used the average beta  of the sample gas ut ility companies. These betas were

obtained from Value Line Investment Analyzer (weekly data as of October 22, 2018).

Value Line is  the source for  estimated  betas that I  regular ly employ.  The average

Value Line beta for my gas proxy group as shown on Table 2 is 0.68.

I should note that because Alliant is not publicly traded, it has no beta. In my

expert opinion, I strongly believe Alliant, if it were publicly traded, would have a

higher Value Line beta and sum beta than the sample gas utility companies.

Mor ningsta r reports  that when betas (a measure of market risk) are properly

estimated, betas are greater for small companies than for larger companies."

Mor ningstar also finds that even after accounting for differences in beta risk, small

firms require an additional risk premium over and above the added risk premium

indicated by differences in beta risk.

35 Du.{I"& Phelps,Chapter 3, p. 1.

so Morin, p 172.

37 See Table 7.

38Morningstar, Chapter 7.
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PLEASE EXPLAIN THE MARKET RISK PREMIUM.Q.

A. f)

risk premium is the historical

l

2

3

4

5

6

7

8

9

10

l l

12

The market-risk premium (Rm-R is the return an investor expects to receive as

compensation for market risk. It is the expected market return minus the risk-free

rate. Approaches for estimating the market risk premium can be historical or

prospective.

Since expected returns are not directly observable, historical realized returns

are often used as a proxy for expected returns on the basis that the historical market

risk premium follows what is known in statistics as a "random walk." If the historical

risk premium does follow the random walk, then one should expect the risk premium

to remain at its historical mean. Based on this, the best estimate of the future market

mean. Drqf & Phelps provides historical market

returns for various asset classes from various historical time periods. This

publication also provides market risk premiums over U.S. Treasury bonds, which

makes it an excellent source for historical market risk premiums.

A current market risk premium estimation approach necessarily requires

examining the returns expected from common equities and bonds. One method

employs application of the DCF model to a representative market index such as the

Value Line 1700 stocks. The expected return from the DCF is measured for a number

of periods of time, and then subtracted from the prevailing risk-free rate for each

period to arrive at market risk premium for each period. The market risk premium

that is subsequently employed in the CAPM is the average market risk premium of

the overall period.

Q . HOW DID YOU ESTIMATE THE MARKET RISK PREMIUMS FOR USE

IN THE CAPM MODELS?

A.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

For the traditional CAPM and ECAPM, I averaged two market risk premium

estimates: an average of an historical market risk premium (1926-2018) and a
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Iexpected market risk premiums.

current market risk premium. For the MCAPM, I used an historical market risk

premium (1963-2018) and a cL1nent market risk premium.

For the historical market risk premium, I used the Drgff & Phelps measure of

the average premium of the market over long-term treasury securities from 1926

through 2018 and 1963 through 2018, both of which use the S&P 500 market index

(which is considered a large-cap index). The average historical market risk premium

over long-term treasury securities is 6.9 percent for the 1926 to 2018 time period and

5.1 percent for the 1963 through 2018 time period.

For the current market risk premium, I derived a market risk premium by first

using the DCF model to compute an expected market return for each of the past 12

months using Value Line 's projections of the average dividend yield for the dividend

yield in the DCF and an average of the median EPS, DPS and BVPS growth on the

Value Line 1700 stocks. The, I subtracted the historical monthly average 30-year

Treasury yield for each month from the expected market returns to arrive at the

Finally, averaged the computed market risk

premiums to determine the current market risk premium for the last 12, 9, 6, and

3 months. The data and computations are shown on Table 10. Estimates of the

current market risk premium have ranged from 8.67 percent to 9.96 percent over the

past 12 months. My recommended market risk premium is based on the recent 3-

month average estimate of 8.90 percent which below the mid-point of the range of

the past 12-months of 9.31 percent.

PREMIUMRISKQ. WHY USE TWO DIFFERENT HISTORICAL

ESTIMATES?

A.

1

1 have typically used a historical market risk premium (1926-2018) in my CAPM

and ECAPM. concur with Morningstar, which recommends use of a historical

1

2
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4

5
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market risk premium based upon the longest time period practicable.39 Do# &

Phelps Risk Premium Report size and risk premier are calculated over the time

horizon 1963 - 2018, so I used the historical market risk premium for this time period

for the MCAPM.

ITQ. W H Y IS NE CE SSARY TO USE  A CURRE NT MARK E T RISK

PREMIUM?

A. Because long-term historical interest rates used to estimate market risk premiums are

much higher than current interest rates. As a result, risk premiums are higher today

than the average long-term historical risk premium.

WHY IS THAT THE CASE?Q.

A. Because risk premiums vary inversely with interest rates as I discussed earlier. The

average long-term U.S. Treasury bond rate for 1926 to 2018 and the 1963 to 2018

time periods were 5.0 percent, and 6.4 percent, respectively. Current projections of

the long-term U.S Treasury bond rate are about 3.6 percent, which certainly suggests

risk premiums today are higher than the historical average.

Q. HOW DID YOU ESTIMATE THE SIZE PREMIUM FOR THE GAS PROXY

GROUP FOR USE IN THE MCAPM?

A. Duff & Phelps 's Size Study sorts companies by eight measures of size, breaking

down the NYSE universe of companies into 25 size-ranked portfolios.40 The Size

Study provides two ways to match a company's size (or risk) characteristics to the

appropriate size (or risk) premium - a guideline portfolio method and a regression

equation method. I used the regression equation method to find the CAPM size risk

39 Morningstar, p. 59.

*" The size measures include: (1) Market Capitalization, (2) Book Value of Equity, (3) 5-year Average Net
Income, (4) Market Value of Invested Capital, (5) Total Assets, (6)5-year Average Earnings Before Interest,
Taxes, Depreciation and Amortization ("EBITDA"), (7) Sales, and (8) Number of Employees. See 2018
Valua tion Handbook,Chapter 7, p. 6.
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1

2

3

4

5

6

7

8

9

10

l l

premium for each of the publicly traded utilities in the proxy group for six measures

of size (market value of equity, book equity, market value of invested capital, 5-year

average of net income, total assets, and earnings before interest, taxes, depreciation

and amortization).4! I determined the average size premium of all size measures for

the proxy group (2.87 percent), and then I adjusted the average size premium to

reflect the lower risk of the gas proxy group compared to the companies that make

up the respective size-ranked portfolios. This comparative risk study uses the

fundamental measures of company risk (operating margin, coefficient of variation in

operating income, and coefficient of variation in return on book equity) to gauge

how alike or different the gas proxy group is compared to the companies that make

up the size-ranked por tfo lios in  the Size Study.  In  the instan t case,  the estimated

12

13 .19%)(rounded).group is 2.68 percent (2.87%

reduction in risk is -.19 percent and the market risk premium for size for the proxy

Using the same procedure, I

14

15

16

determined the market risk premium for size for Alliant is 5.56 percent as shown in

Exhibit TJB-COC-DT5. This analysis suggests the risk premium for Alliant over

the gas proxy group is 2.97 percent (5.66% - 2.68%).

WHAT ARE  THE  RE SUL TS OF  YOUR CAP M  M E THODS.Q .

A.

17

18

19

20

21

In Table 11, the traditional CAPM produces an indicated cost of equity of

9.0 percent. The ECAPM produces an indicated cost of equity of 9.6 percent. The

MCAPM produces an indicated cost of equity of 10.6 percent. The average of these

three methods is 9.7 percent.42 My estimate for Alliant is 10.5 percent."

22

23

24

25

41 Diq§"& Phelps Cost Qf Capital Navigator, 2018 Supplementary Size Study data and 2018 Supplementary
Data Regression Equations.

42 See Table 1 l.

43 See Table 1.26
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VI.

Q .

RE UIRED RISK PREMIUM FOR ALLIANT.

PLEASE DISCUSS YOUR RECOMMENDED RISK  PREMIUM FOR

ALLIANT.

A. As I testified ear lier , Alliant is not directly comparable to the publicly traded gas

utilities in my gas proxy group. The characteristics associated with small size, such

as the lack of diversification, limited revenue and cash flow, relatively small

customer base, lack of investment liquidity, and earnings volatility, increase the risk

faced by smaller gas utilities over the risk associated with the gas proxy group.

P LEASE DISCUSS SIZE RISK  F UR SMALL UTILITY COMP AN1ES.Q .

A.

l

2

3

4

5

6

7

8

9
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l l

12

Investment risk increases as the firm size decreases, all else remaining constant.

There is a great deal of empirical evidence that the firm size phenomenon exists.

Morningstar's Ibbotson SBBI 2013 Va lua tion Yea rbook (Chapter 7) reports that

smaller companies have experienced market higher returns that are not fully

explainable by their higher betas, and that beta is inversely related to firm size. In

other words, smaller companies, not only have higher betas, but also higher market

returns than larger ones. Even after accounting for differences in beta risk, small

companies require an additional risk premium over and above the added risk

premium indicated by differences in beta risk.

Q . P LEASE EXP LAIN THE COM P ARATIVE RISK  STUDY YOU P REP ARED

TO DEVELOP  A RISK  P REMIUM F OR ALLIANT.

IA.
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The risk study prepared for Alliant is attached as Exhibit TJB-COC-DT4.

To conduct my comparative risk study, I started by computing the 5-year historical

operating margin, coefficient of variation of operating margin, and coefficient of

variation of ROE for Alliant. Operating margin is a measure of profitability. The

co-efficient of variation of operating margin and ROE are measures of earnings

variability. All three of these metrics are highly correlated with size and market risk.
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Q. AR E THESE THE METR IC S F OR  THE GAS P R OXY GR OUP  AND

ALLIANT YOU PRESENTED EARLIER IN YOUR TESTIMONY?

A. Yes, on pages 20 through 22.

PLEASE CUNTINUE.Q.

A. Next, I cross-referenced these metrics with data from Duff & Phelps Cost Qf Capital

Navigator Supplementary Data Risk Study and identified the corresponding market

portfolio beta for the Company and for my gas proxy group.44 Then, I computed the

relative difference in beta between and the gas proxy group and Alliant. Assuming

that the relative difference in the market portfolio beta for the all publicly traded

companies is the same for publicly traded gas utilities, I then computed implied betas

for Alliant using the difference in portfolio betas.45 Finally, I used the CAPM

methods to compute the indicated cost of equity for each utility and compared the

results to the CAPM results for the gas proxy group.46 Based upon this analysis, I

conclude that required risk premium for Alliant is in the range of 80 to 100 basis

points.

Q. IS THERE ANOTHER METHOD THAT PROVIDES USEFUL

INFORMATION ABOUT THE RISK PREMIUM FOR ALLIANT?

A. Yes. Based upon my analysis of the size risk premium for use in the MCAPM, I

found that Alliant's size premium over the gas proxy group (and not dependent upon

beta) is 297 basis points."

Q. W HAT R ISK P R EMIUM OVER  THE GAS P R OXY GR OUP  DO YOU

RECOMMEND FOR ALLIANT?

44 Do# & Phelps Cost QfCapifa l Naviga tor, Supplementary Data Risk Study. See a lso Exhibit TJB-COC-
DT4, p. 6.

45 See page 6 of Exhibit TJB-COC-DT4.

46 See page 7 of Exhibit TJB-COC-DT4.

47 See Exhibit TJB-COC-DT5, page I, line 38.
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A. I recommend a minimum of 70 basis points. My recommendation is somewhat

below the low end of my range of risk premium estimates and reflects, in part, the

assumed favorable treatment of the Company's proposed pipeline replacement costs

and other posttest year plant in this case.

VII. SUMMARY AND CONCLUS1ONS.

Q. PLEASE PROVIDE A SUMMARY OF YOUR TESTIMONY.

A. I recommend the Commission adopt the three-step method I presented above to

determine the ROE for Alliant. In the first step, an average of costs of equity for a

sample of nine gas utilities is determined with the DCF model and several RP

models. I determined the cost of equity for the proxy group lies in the range of 9.6

percent to 9.9 percent with a mid-point of 9.8 percent.

In the second step, I considered differences in financial risk between Alliant

and the proxy group. I determined that Alliant's recommended capital structure is

well within the range of capital structures of the proxy group and only somewhat

below the average of the proxy group. Based on this, I concluded that a financial

risk adjustment was not necessary.

In the third step, a risk premium for Alliant is determined to reflect the

Company's higher risks. Quantitative evidence based on differences in Alliant's

business risk metrics compared to the benchmark gas proxy group justifies a risk

premium in the range of 80 to 297 basis points.

In the final step, equity costs from step one and the risk premiums from step

two and three are combined to determine a fair ROE for Alliant of 10.5 percent.

I recommend the Commission adopt an ROE for Alliant of no less than 10.5 percent.

Q . P L E ASE  SUM M ARI ZE  THE  E Q UI TY COST E STI M ATE S YOU M ADE  I N

STEP  ONE.

A.
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26 1 made four equity cost estimates for the gas proxy group, which are summarized in
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Ta b le 1.

with the DCF model.

l
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Where data was available, the equity cost estimates were based on data for

the nine gas utilities listed in Table 2. The first equity cost estimates were derived

Using the DCF model to estimate growth, the estimated equity

cost for the gas proxy group is 9.8 percent. Next, I determined two risk premium

estimates and CAPM method (a third risk premium method).

In the first RP approach, I determined an historical risk premium for the gas

utility industry estimated with an annual time series analysis applied to the utility

industry as a whole over the 1963-2018 period, using Standard and Poor 's Utility

Index as an industry proxy. The historical risk premium was estimated by computing

the actual realized return on equity capital for the S&P Utility Index for each year

and then subtracting the long-term Treasury bond return for that year. The estimated

equity cost for the gas proxy group is 9.6 percent using this approach.

In the second RP approach, I relied on authorized ROEs as proxies for the

costs of equity for gas utilities. I examined the historical risk premiums implied in

the ROEs allowed by regulatory commissions for gas utilities over the 2001-2017

period for which data were available, relative to the contemporaneous level of the

long-term Treasury bond yield. From this data, I developed a statistical relationship

between risk premiums (RPm) and Treasury rates (Yield). The estimated equity cost

for the gas proxy group is 9.9 percent using this approach.

I also established a range of CAPM estimates using long-horizon estimates of

the market risk premium as well as a current of the market risk premium which

produced a cost of equity for the gas proxy group of 9.0 percent to 10.6 percent with

a mid-point of 9.7 percent.

I selected the mid-point of the range of my DCF and RP estimates including

the CAPM to establish a cost of equity for the gas proxy group of 9.8 percent.
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Q. PLEASE SUMMARIZE YOUR ESTIMATE OF THE RISK PREMIUM you

DETERMINED IN STEP 3.

A.

Q. GIVEN THE RESULTS OF YOUR EQUITY COST ANALYSES, IS AN ROE

OF 10.5 PERCENT FOR ALLIANT REASONABLE?

A.

DOES THIS CONCLUDE YOUR TESTIMONY ON COST OF CAPITAL?Q.

A.

I prepared a comparative risk study use commonly used business risk metrics and

data from Du# & Phelps Cost of Capita ! Naviga tor 2018 Supplementary Data Risk

Study. Based upon this study, I conclude that risk premium for Alliant is in the range

of 80 to 100 basis points. I also examined differences in the size premium between

Alliant  and the gas proxy group based upon the Di(l7. & Phelps Cost of Capita l

Navigator 2018 Supplementary Data Size Study and Risk Study. Based upon this

analysis, I conclude that the risk premium for Alliant is 291 basis points. Based on

my consideration of that testimony and my judgment, I recommend a risk premium

for Alliant of no less than 70 basis points at this time.

Yes.

Yes.
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RESUME OF THOMAS J . BOURASSA, CPA

EDUCATIONAL BACKGROUND

B.S. Northern Arizona University Chemistry/Accounting (1980)
M.B.A. University of Phoenix with Emphasis in Finance (1991)
C.P.A. State of Arizona (1995)
Continuing Professional Education - In areas of tax, accounting, management,
economics, finance, business valuation, consulting, and ethics (80 hrs every two years)

MEMBERSHIPS
Arizona Society of CPAs
Water Utilities Association of Arizona
American Water Works Association

EMPLOYMENT EXPERIENCE

1995 - Present CPA - Self Employed
Consultant to utilities on regulatory matters including all aspects of
rate applications (rate base, income statement, cost of capital, cost
of service, and rate design), rate reviews, certificates of
convenience and necessity (CC&N), CC&N extensions, financing
applications, accounting order applications, and off-site facilities
hook-up fee applications. Provide expert testimony as required.

Consult on various aspects of business, financial and accounting
matters including best business practices, generally accepted
accounting principles, generally accepted ratemaking principles,
project analysis, cash flow analysis, regulatory treatment of certain
expenditures and investments, business valuations, and rate
reviews.

Litigation support services.

1992-1995 Employed by High-Tech Institute, Phoenix, Arizona as Controller
and C.F.O.

1989-1992 Employed by Alta Technical School, a division of University of
Phoenix as Division Controller.

1985-1989 Employed by M.L.R. Builders, Tampa and Pensacola, Florida as
Operations/Accounting Manager

1982-1985 Employed by and part owner in Area Sand and Clay Company,
Pensacola, Florida.
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1981-1982 Employed by Purdue University, West Lafayette, Indiana as
Teaching Assistant.
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLOYED
CONSULTANT

COMPANY/CLIENT
Liberty Utilities (Black Mountain Sewer)
Corp.
ACC Docket No. SW-0236 lA- 19-0139

F UNCTION
Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service Study, Rate
Design, and Cost of Capital.

Pueblo Del Sol Water Company
ACC Docket No. SW-02208A- 19-0140

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Liberty Utilities (CalPeco Electric) LLC
CPUC Application 18-12-001 .

Cost of Capital. Prepared Cost of Capital
analysis and testimony.

Cost of Capital. Prepared Cost of Capital
analysis and testimony.

Liberty Utilities (Park Water) Corp. and
Liberty Utilities (Apple Valley Ranchos
Water) Corp.
CPUC Applications 18-05-001, et al.

Truxton Water Company
ACC W-02168A-I8-308

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Payson Water Company
ACC W-03514A-18-0230

Permanent Rate Application - Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Farmers Water Company
ACC W-01654A-l8-0083

Permanent Rate Application - Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Liberty Utilities (Silverleaf Water) Corp.
SOAH DOCKET no. 473-18-3006.WS
Texas P.U.C. DOCKET no. 47976

Permanent Rate Application - Water and
Wastewater. Prepared financing
application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
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F UNC TIONCOMPANY/CLIENT
Design, and Cost of Capital.

Prepared computations of tax "savings"
from the reduction in federal income tax
rates and proposal for passing savings to
rate payers through bill credits.

Generic Proceeding - Income Tax
"Savings" from reduction in Federal
Income Tax Rate
ACC AU-0000A-17-0379
ACC various dockets

Develop wastewater rates based upon
water usage.

Liberty Utilities (Woodmark Sewer) Corp.
Liberty Utilities (Tall Timbers Sewer)
Corp.
SOAH DOCKET no. 473-17-l64l.WS
Texas P.U.C. DOCKET NO. 46256

Cerbat Water Company
ACC W-0239lA-18-0018

Permanent Rate Application -Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Ajo Improvement Company
ACC Docket No. WS-01025A-17-0361

Permanent Rate Application - Water,
Wastewater, and Electric. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design,

East Slope Water Company
ACC Docket No. W-0203 lA-17-317

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Kachina Village Improvement District
Flagstaff, Arizona

Prepared rate studies and rate designs.
Participated in Board work sessions,
customer work sessions, and open houses.

Liberty Utilities (Litchfield Park Water &
Sewer) Corp.
ACC Docket No. W-01428AA-17-0059
ACC Docket No. SW-01428AA-17-0058

Permanent Rate Application - Water and
Wastewater. Prepared financing
application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Cost of
Service, Rate Design, and Cost of Capital.

Pima Utility Company
ACC Docket No. W-02199A-16-042 l
ACC Docket No. SW-02 l99A- 16-0422 Permanent Rate Application - Water and

Wastewater. Prepared financing
application. Prepared schedules and
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F UNC TIONCOMPANY/CLIENT
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Valley Pioneers Water Company
ACC Docket No. W-02033-16-0412

Permanent Rate Application -Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Yarnell Water Co-Op
ACC Docket No. W-02255A-16-0153

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Oak Creek Water Company No. 1
ACC Docket No. W-01392A-16-0161

Permanent  Rate Appl icat ion -Water
Prepared short-form schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Epcor Water Arizona
ACC Docket No. w-01303A-16-0145

Mountain Water Company
Montana PUC Docket No. D2016.2. 15

Permanent Rate Application -
Wastewater. Prepared Reconstruction
Cost New Less Depreciation Plant for use
in determining fair value rate base.
Testified in the matter investigating
whether Mountain Water Company's rates
are just and reasonable.

Turner Ranches Water and Sanitation
Company

ACC Docket No. W-01677A-16-0076

Permanent  Rate Appl icat ion -Water
Prepared short-fonn schedules on Rate
Base, P lant , Income Statement , Revenue
Requirement , and Rate Design.

Liberty Utilities (Entrada Del Oro Sewer)
Corp.
ACC Docket No. W-04316A-16-0078
ACC Docket No. W-04316A-16-0085

Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Original Cost Less Depreciation Plant,
Reconstruction Cost New less
Depreciation Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Permanent Rate Application - Water and
Wastewater. Prepared financing

Liberty Utilities (Rio Rico Water and
Sewer) Corp.
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FUNCTIONC OM P ANY/C LIENT
ACC Docket No. WS-02676A-15-0368
ACC Docket No. WS-()2676A-15-0371

application. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Liberty Utilities (Bella Vista Water) Corp.

ACC Docket No. W-02465A-15-0367

ACC Docket No. W-02465A-15-0370 Permanent Rate Application - Water.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Community Water of Green Valley
ACC Docket No. W-02304A- 15-0263

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Sahuarita Water Company
ACC Docket No. W-03718A-15-0213

Permanent Rate Application -Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Liberty Utilities (Black Mountain Sewer)
Corp.
ACC Docket No. SW-0236 lA- 15-0206
ACC Docket No. SW-0236 lA- 15-0207

Permanent Rate Application -Wastewater.
Prepared financing application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service Study, Rate
Design, and Cost of Capital.

Tierra Buena Water Company
ACC Docket No. W-02076A-15-013

Permanent Rate Application - Water.
Assisted in preparation of short-form
schedules.

Red Rock Utilities, LLC
ACC Docket No. W-04245A-14-0295

Permanent  Rate Appl icat ion -  Water  and
Wastewater. Prepared short~form
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Quail Creek Water Company
ACC Docket No. W-02514A-14-0370

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
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FUNCTIONCOMPANY/CLIENT
Capital.

Tonto  Basin Water  Company
ACC Docket  No . W-03515A-14-0310

Permanent  Rate Appl icat ion -  Water .
Prepared short-form schedules for Rate
Base, Income Statement, Plant , Bil l
Counts, and Rate Design.

Navajo  Water
ACC Docket  No . W-03511A-14-304

Permanent  Rate Appl icat ion -  Water .
Prepared short-form schedules for Rate
Base, Income Statement, Plant , Bil l
Counts, and Rate Design.

Prepared schedules and test ified on cost  of
capi tal .

Alaska Po wer  Co mpany
Regulato ry Commission o f Alaska
Docket No. U-14-002

Prepared schedules and test ified on cost  of
capi tal .

Anchorage Municipal  Light  & Power
Regulato ry Commission o f Alaska
Docket No. U- 13-184

Liberty Util i t ies (Pine Bluff) Inc.
Arkansas Publ ic Service Commission
Docket No. 14-020-U

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and test ified on Rate
Base, P lant , Income Statement , Revenue
Requirement, Cost  of Service, Rate
Design, and Cost  of Capital .

Abra Water  Co mpany
ACC Docket  No . W-01782A-14-0084

Permanent  Rate Appl icat io n -  P repared
schedules and test ified on Rate Base,
Plant , Income Statement , Revenue
Requirement , Rate Design, and Cost  o f
Capital .

EPCOR Water  Arizona, Inc.
ACC Docket  No . W-01303A-14-0010

Permanent  Rate Appl icat io n -  P repared
rate designs and cost  of Service studies for
Mohave Water Dist r ict ,  Mohave
Wastewater District , Paradise Valley
Water District , Tubac Water District , and
Sun City Water District .

Liberty Util i t ies (Midstates Natural  Gas),
Inc.
Missouri  Public Service Commission
Case No. GR-2014-0152

Permanent  Rate Appl icat ion -  Assist  in
preparing required rate application
schedu les fo r  Rate Base, P lant , Income
Statement , Revenue Requ irement , and
Rate Design.
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C OM P ANY/C LIENT F UNC TION

Hydro Resources, LLC.
ACC Docket No. W-20770A-13-0313

Certificate of Convenience and Necessity
- Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, and initial rates.

Little Park Water Company
ACC Docket No. W-02192A-13-0336

Permanent Rate Application -. Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Utility Source, LLC.
ACC Docket No. WS-04235A-13-0331

Permanent  Rate Appl icat ion -  Water  and
Sewer. Prepared schedu les and test i f ied
on Rate Base, P lant , Income Statement ,
Revenue Requ irement , Rate Design, and
Cost of Capital .

Payson Water Company
ACC Docket No. W-03514A-13-011 1
ACC Docket No. W-03514A-13-0142

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Financing Application. Prepared financial
ratios and debt surcharge mechanism.

ValuationGoodman Water Company

Verde Santa Fe Wastewater
ACC Docket No. SW-03437A-13-0292

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Logo Del Oro Water Company
ACC Docket No. W-01944A-13-0215

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Chaparral City Water Company
ACC Docket No. W-021 13A-13-01 I8

Permanent Rate Application - Prepared
and testified on cost of service study.

Las Quintas Serenas Water Company
ACC Docket No. W-01583A-13-01 l7

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and test ified on Rate
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COMPANY/CLIENT F UNC TION
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Southwest Environmental Utilities. Inc.
ACC Docket No. WS-20878A-13-0065

Certificate of Convenience and Necessity
- Water and Wastewater. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, and initial rates.

Litchfield park Service Company
ACC Docket No. SW-01428A- 13-0043
ACC Docket No. W-01428A- 13-0042 Permanent Rate Application - Water and

Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Beaver Dam Water Company
ACC Docket No. WS-03067A-12-0232

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Rio Rico Utilities
ACC Docket No. WS-02676A- 12-0196

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Vail Water Company
ACC Docket No. W-01651B-12-0339

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Avra Water Co-Op.
ACC Docket No. w-02126A-11-0480

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Pima Utility Company
ACC Docket No. W-02199A-11-0329
ACC Docket No. SW-02199A-11-0330

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Work on financing application.
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FUNCTIONC O MP ANY/C L I E NT
Liberty Utilities (CALPECO Electric),
LLC )
Docket No. 11202020

Work on preparation of permanent rate
application. Prepared schedules on Rate
Base, Plant, Income Statement, Revenue
Requirement.

Liv co Water Company
ACC Docket No. SW-02563A~11-0213

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Orange Grove Water Company
ACC Docket No. W-02237A-11-0180

Permanent Rate Application.  Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Goodman Water Company
ACC Docket No. W-02500A-10-0382

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Doney Park Water
ACC Docket No. W-01416A-10-0450

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Consultant to defendant and expert
witness for defendant on rates and
raternaking.

Grimmelmcmn, or . a l. v. Pulte Home
Cor por a tion, et. al., case no. CV-08-1878-
PHX-FJM, the United States District Court
for the District of Arizona.

Southern Arizona Home Builders
Association

Consultant on ratemaking aspects to line
extension policies (electric).

ValuationH20 Water Company

ValuationTierra Linda HOA Water Company

Las Qu intas Serenas Water  Company
ACC Docket No. W-01583A-09-0589

Permanent  Rate Appl icat ion -  Water .
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Coronado Utilities
ACC Docket No. SW-04305A-09-0291

Permanent  Rate Appl icat ion -
Wastewater. Prepared schedules and
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F UNC TIONCOMPANY/CLIENT
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Little Park Water Company
ACC Docket No. W-02192A-09-0531

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Sahuarita Water Company
ACC Docket No. W-03718A-09-0359

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Bella Vista Water Company
Southern Sunrise Water Company
Northern Sunrise Water Company
ACC Docket No. W-02465A-09-0414
ACC Docket No. W-02453A-09-0414
ACC Docket No. W-02454A-09-0414

Rio Rico Utilities, Inc
ACC Docket No. WS-02676A009-0257

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Litchfield park Service Company
ACC Docket No. SW-01428A-09-0103
ACC Docket No. W-01428A-09-0104

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Consultant to plaintiff on ratemaking and
cost of service.

Town of Thatcher v. City of Sa jford, CV
2007-240, Superior Count of Arizona

Cost of CapitalValencia Water Company
California Public Utility Commission Case
No. 09-05-002

Valley Utilities
ACC Docket No. W-01412A-08-0586

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.
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F UNC TIONC OM P ANY/C LIENT

Black Mountain Sewer Company
ACC Docket No. SW-02361A-08-0609

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0608

Interim Rate Application (Emergency
Rates)

Farmers Water Company
ACC Docket No. W-01654A-08-0502

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0454

Permanent Rate Application. Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design and Cost of
Capital.

Ridgeline Water Company, LLC
ACC Docket No. W-20589A-08-0173

Certificate of Convenience and Necessity
- Water. Prepared pro-forrna balance
sheets, income statements, plant
schedules, rate base, financing, and intitial
rates.

Sacramento Utilities, Inc.
ACC Docket No. SW-20576A-08-0067

Certificate of Convenience and Necessity
- Wastewater. Prepared pro-fonna
balance sheets, income statements, plant
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-08-0180

Permanent Rate Application. Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design and
Cost of Capital.

Participate in 40-252 proceeding.

Orange Grove Water Company
ACC Docket No. W-02237A-08-0455

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Exhibit TJB-RB-DT1
Page 12 of 19



F UNC TIONC OM P ANY/C LIENT
Far West Water and Sewer Company
ACC Docket No. WS-03478A-07-0442

Financing Application. Prepare schedules
to support application.

Oak Creek Water No. 1
ACC Docket No. W-0I392A-07-0679

Permanent  Rate Appl icat ion. P repared
schedules and test ified on Rate Base,
Plant , Income Statement , Revenue
Requirement , and Rate Design.

ICR Water Users AssociationDocket W-02824-07-0388 Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Johnson Utilities Valuation consultant in the matter of the
sale of Johnson Utilities assets to the
Town of Florence.

HZO, Inc
ACC Docket No. W-02234A-07-0550

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Chaparral City Water Company
ACC Docket No. W-021 l3A-07-0551

Permanent Rate Application. Prepared
schedules and testified on Rate Base, Plant,
Income Statement, Revenue Requirement,
Rate Design, and Cost of Capital.

Valley Utilities
ACC Docket No. W-01412A-07-0561

Financing Application. Prepare schedules
to support application.

Valley Utilities
ACC Docket No. W-01412A-07-280

Emergency Rate Application. Prepare
schedules to support application.

Valley Utilities
ACC Docket No. w-01412A-07-0278

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Litchfield Park Service Company
ACC Docket No. W-01427A-06-0807

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.
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FUNCTIONCOMPANY/CLIENT

Golden Shores Water Company
ACC Docket No. W-01815A-07-0117

Permanent Rate Application. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0140

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0399

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Sahuarita Water Company
(Rancho Sahuarita Water Co.)
ACC Docket No. W-03718A-07-0687

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Utility Source, L.L.C.
ACC Docket No. WS-04235A-06-0303

Permanent Rate Application- Water and
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Tierra Buena Water Company Valuation of Tierra Buena Water
Company for estate purposes.

Goodman Water Company
ACC Docket No. W-02500A-06-0281

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
and Cost of Capital.

Links at Coyote Wash Utilities
ACC Docket No. SW-04210A-06-0220

Certificate of Convenience and Necessity
- Sewer. Prepared pro-fonna balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

New River Utilities
ACC Docket No. W-0173A-06-0171

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-forma
balance sheets, income statements, plant
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F UNC TIONC OM P ANY/C LIENT
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-04-0501
Docket WS-02987A-04-0177

Extension of Certificate of Convenience
and Necessity - Sewer. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, financing, and
initial rate design.

Bachmann Springs Utility
ACC Docket No. WS-03953A-07-0073

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Avra Water Cooperative
ACC Docket No. W-02126A-06-0234

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-025191A-06-0015

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Sta te of Arizona  v. Far West Water and
Sewer , No. l CA-CR 06-0160

Expert witness on behalf of defendant in
penalty phase of case.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-05-080 l

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Black Mountain Sewer Company
ACC Docket No. SW-02361A-05-0657

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Balterra Sewer Company
ACC Docket No. SW-02304A-05-0586

Certificate of Convenience and Necessity
- Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.
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FUNCTIONC O MP ANY/C L I E NT
Community Water Company of Green
Valley
ACC Docket No. W-02304A-05-0830

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

McClain Water Systems
Northern Sunrise Water
Southern Sunrise Water
ACC Docket No. W-020453A-06-025 l

Certificate of Convenience and Necessity
- Water.  Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Valley Utilities Water Company
ACC Docket No.  w-01412A-04-0376

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Valley Utilities Water Company
ACC Docket No. W-01412A-04-0376

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, and
Revenue Requirement.  Assisted in
preparation of Rate Design.

Beardsley Water Company
ACC Docket No. W-02074A-04-0358

Permanent Rate Application - Water.
Prepared short-fonn schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Pine Water Company, Inc.
ACC Docket No. W-03512A-03-0279

Interim and Permanent Rate Application,
Financing Application - Water.  Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Cost of Capital,
and Rate Design.

Chaparral City Water Company
ACC Docket No. W-02113A-04-0616

Permanent Rate Application.  Prepared
schedules and testified on Rate Base,
Plant, and Income Statement.  Assisted in
preparation Rate Design.

Tierra Linda Home Owners Association
ACC Docket No. W-0423A-04-0075

Certificate of Convenience and Necessity
- Water.  Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Diamond Ventures - Red Rock Utilities
ACC Docket No. WS-04245A-04-0184

Ceitificate of Convenience and Necessity
- Water and Sewer.  Prepared pro-forma

Exhibit TJB-RB-DTI
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FUNCTIONCOMPANY/CLIENT
balance sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

n Water Company, Inc.
WS-01303A-02-0867
WS-01303A-02-0868
WS-01303A-02-0869
WS-01303A002-0870
WS-01303A-02-0908

Arizona-America
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.

Permanent Rate Application Water and
Sewer (10 divisions). Prepared schedules
and testimony on Rate Base, Plant,
Income Statement, and Revenue
Requirement. Assisted in preparation of
Rate Design.

Bella Vista Water Company, Inc.
ACC Docket No. W-02465A-01 -0776

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Cost of Capital and Rate
Design.

Green Valley Water Company
Docket (2000 Not Filed)

Permanent Rate Application. Prepared
schedules and testimony on Rate Base,
Plant, Income Statement, and Revenue
Requirement. Assisted in preparation of
Cost of Capital and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-02519A-00-0638

Permanent Rate Application - Sewer.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Rio Verde Utilities, Inc.
ACC Docket No. WS-02 l56A-00-032 l

Permanent Rate Application - Water and
Sewer. Prepared schedules and testimony
on Rate Base, Plant, Revenue Requirement,
and Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Liv co Water Company
Liv co Sewer Company
ACC Docket No. SW-02563A-05-0820

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Ba se, Income Statement, Plant, Bill
Counts, and Rate Design.

Exhibit TJB-RB-DTI
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C O MP ANY/C L I E NT F UNC T I O N
Liv co Water Company
ACC Docket No. SW-()2563A-07-0506

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Cave Creek Sewer Company Revenue Requirement, Rate Adjustment
and Rate Design - Sewer.

Avra Water Cooperative
ACC Docket No. W-02126A-00-0269

Permanent Rate Application - Water.
Assisted in preparation of Rate Base, Plant,
Income Statement, Revenue Requirement,
and Rate Design.

Town of Oro Valley Revenue Requirements, Water Rate
Adj ustrnents and Rate Design.

Far West Water Company
ACC Docket No. WS-03478A-99-0144

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Income Statement, Revenue
Requirement, Lead-Lag Study, Cost of
Capital, and Rate Design.

MHC Operating Limited Partnership
Sedona Venture Wastewater
ACC Docket No. W-

Permanent Rate Application - Sewer.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Vail Water Company
ACC Docket No. W-0165 lB-99-0406

Permanent Rate Application. Assisted in
preparation of schedules for Rate Base,
Plant, Income Statement, and Rate Design.

E&T Water Company
ACC Docket No.  w-01409A-95-0440

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

New River Utility
ACC Docket No. W-0I 737A-99-0633

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Golden Shores Water
ACC Docket No. W-01815A-98-0645

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Exhibit TJB-RB-DTI
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Ponderosa Utility Company
ACC Docket No. W-01717A-99-0572

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Exhibit TJB-RB-DTI
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"Patient"  Fed, Stable Financial Outlook, But Trade Policy Uncertainty

Long-Term In terest Rates

10year
Treasuries

. . . * "

Panel still sees 2% GDP growth, 2.2% inflation
Steady monetary policy; fed funds rate unchanged
Modest increases in long-term interest rates
Trade policy still carries a big question mark
Long-term outlook also seen with steady growth 10Yr Treas

Forecast

Aaa Corporate
Bonds

4.50

4.00

3.50

3.00

2.50

2.00

1.50

1.00
- - - - Aaa Corp

Bond Forecast4° % 4 4: e '19'9 .o '9 '9 g g

about 4.55%, and they are expected to rise to 4.80% during the
second half of this year and eventually reach 5% by mid~2020.
As was the case in last month's forecasts, the spread between
Baa and Aaa bonds would still hover around l%.

In the midst of considerable upheaval in American politics and
international affairs one steady force seems to be the U.S.
economy. The Blue Chip Financial Forecasts panel projects
GDP growth at just over 2% for the rest of this year and 1.8%
across the first three quarters of 2020. Inflation, too, is ex-
pected to be pretty steady, with the CPI settling back after
what looks to be a down-and-up first half of 2019 to a pace of
2.2% across the second haltand on through Q3 2020.

The logical implication of this steady but modest forecast of
GDP growth and inflation for the Federal Reserve's rate policy
is flat. And indeed that is what the Blue Chip panel projects:
a federal funds rate at 2.4% through the iniddlc of next year
with a slight dip to 2.3% in Q3 2020 as GDP growth is ex-
pected to persist at l.7%.

Thus, concerns about further tightening which dominated the
Consensus forecast through the April issue of this publication,
have faded away considerably, with the question now empha-
sizing whether there should be easing. Clearly the Consensus
has factored that in. And while a few respondents still do call
for tightening, with the highest fed funds rate forecasts at 2.9%
to 3.1% in the diddle of 2020, more look for easing, with the
bottom ten forecasts averaging 2.0% in Q2 2020 and 1.8% in
Q3 2020.

While all this sounds very orderly, overhanging the economy
and markets is the big question about what will happen with
trade policy. Negotiations with China continue, but at the very
least it will be the G20 Summit in Osaka Japan at the very
end of June, when China's President Xi meets with U.S. Presi-
dent Donald Trump before there can be a clearer path forward
for the two countries' mutual trade relationships. Implications
fOl fanners and consumers in both countries are uncertain.
There are also the technology aspects regarding China's
Huawei, in particular and also other international sources of
equipment and software. As these issues muddy the trade and
business landscape they could actually bring added interest in
the U.S. dollar and in Treasury bonds as safe-haven invest-
ments. So far, as our discussion has noted, interest rate fore-
casts are basically steady and panelists' view of the dollar is
that according to the Federal Reserve's advanced economy
tradeweighted index it should remain firm through the rest of
this year at a level at or just slightly above its recent value of
109.0 before depreciating by about 1% during 2020.

This month's survey includes the Blue Chip panel's semiannu-
al view of long-tenn prospects for the broad economy and fi-
nancial markets. The outlook for GDP growth and inflation
can almost be expressed in one simple number, "2%". Growth
is seen edging up from 1.9% through 2022 to 2% in 2023 and
then 2. 1% from 2024 through 2030. Inflation according to the
GDP chain price index would be 2. 1% early in the projection
span and then ease to 2.0% from 2023 through 2030, the CPI
would hover in a 2.1-2.2% range throughout the period.

The Federal Reserve itself continues to focus on the word "pa-
ticnt." Minutes of the April 30-May 1 meeting of the Federal
Open Market Committee, which were published on May 22,
contain that word several times. FOMC members are sensitive
to the ongoing pace of economic activity and continue to ein-
phasizc the symmetric nature of their 2% inf lation target.
Their preferred inflation measure, the PCE chain price index,
was up 1.5% year/year in March, and the "core" ex-food-and-
energy index was up l.6%, both a little ways from the 2% tar-
get. So they would evidently like to see this index move high-
er. strange as that may sound to many of us who have tradi-
tionally regarded the central bank as the main source of
restraint on inflation. Both the European Central Bank and the
Bank of Japan are in similar positions at the moment trying to
conduct a policy that facilitates more. but not too much, infla-
tion.

Such a steady trend suggests that interest rates might not move
much or would move in a very orderly way. Indeed the Blue
Chip panel projects that the federal funds rate would have very
slight upward tendency during the middle of the 2020s, aver-
aging 2.8% in 2025 and remaining there through 2030. The
I0-year Treasury note would edge upward very gradually from
the 2.7% expected for next year to 3.0% in 2021 and 3.4%
from the middecade through 2030. The dollar, on the other
hand, might drift downward, decreasing by just 2% over the
projection period.

Carol Stone. CBE (HuverAnaI.v1i¢.s. New York. NY)

with some concerns about economic growth and with inflation
that's widely perceived as well behaved, other interest rates
are in comfortable ranges. The 10-year Treasury note in par-
ticular has been trading very recently at around 2.30%, the
panel actually looks for it to move back somewhat higher av-
eraging 2.5%2.7% over the forecast horizon. Perhaps that
reflects a general belief that the economy and inflation will not
weaken further. The panel also looks for other long-term
yields to increase modestly. Aaa corporate bonds would rise
from a recent 3.80% to about 3.90% later this year and 4.00%
in the middle of 2020. The Baa-rated instruments recently paid
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Consensus Forecasts of U.S. Interest Rates and Key Assumptions

Interest Rates
Federal Funds Rate
Prime Rate
LIBOR, 3mo.
Commercial Paper, Imo.
Treasury bill 3-mo.
Treasury bill. 6-mo.
Treasury bill I yr.
Treasury note, 2 yr.
Treasury note 5 yr.
Treasury note. l() yr.
Treasury note 30 yr.
Corporate Aaa bond
Corporate Baa bond
State & Local bonds
Home mortgage rate

Kev Assumptions
Fed's AFE S Index
Real GDP
GDP Price Index
Consumer Price Index

Consensus ForecastsQuarter ly  Avg.
2Q 3 0 4Q 1Q 2 0 3Q

M  M  M M M M
2.4 2.4 2.4 2.4 2.4 2.3
5.5 5.5 5.4 5.5 5.4 5.4
2.6 2.6 2.6 2.7 2.7 2.6
2.4 2.4 2.4 2.5 2.4 2.4
2.4 2.4 2.4 2.4 2.3 2.3
2.5 2.5 2.5 2.5 2.4 2.4
2.4 2.4 2.4 2.5 2.4 2.4
2.3 2.4 2.4 2.4 2.4 2.4
2.3 2.4 2.5 2.5 2.5 2.5
2.5 2.5 2.6 2.6 2.7 2.7
2.9 3.0 3.0 3.1 3.1 3.1
3.8 3.8 3.9 4.0 4.0 4.0
4 7 4.8 4.8 4.9 5.0 5.0
3.6 3.6 3.6 3.7 3.7 3.7
4.2 4.3 4.3 4.4 4.4 4.4

Consensus ForecastsQuarter ly

2Q 3Q 4Q 1Q 2Q 3 0
M  M  M M M M
109.0 109.0 109.1 108.3 108.0 107.7

2.0 2.1 2.0 1.9 1.7 1.7
2.4 2.1 2.1 2.1 2.1 2.1
3.1 2.3 2.1 2.1 2.1 2.1

-----------~------------~-----History--------------------------------------
Average For Week Ending---~ ---Average For Month- Latesl Qtr

Mav 24  Mavl7 M a v l 0 Mav 3 AD! M Q1 2019
2.39 2.38 2.40 2.44 2.42 2.41 2.40 2.40
5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50
2.52 2.52 2.54 2.57 2.59 2.61 2.68 2.69
2.41 2.42 2.42 2.42 2.44 2.44 2.43 2.45
2.38 2.41 2.43 2.44 2.43 2.45 2.44 2.44
2.41 2.43 2.46 2.46 2.46 2.51 2.50 2.5 l
2.34 2.32 2.37 2.40 2.42 2.49 2.55 2.54
2.20 2.19 2.28 2.31 2.34 2.41 2.50 2.48
2.17 2.18 2.27 2.32 2.33 2.37 2.49 2.47
2.37 2.40 2.47 2.53 2.53 2.57 2.68 2.65
2.80 2.83 2.88 2.94 2.94 2.98 3.02 3.01
3.78 3.81 3.83 3.86 3.87 3.95 3.98 4.01
4.53 4.55 4.56 4.57 4.61 4.76 4.84 4.87
3.36 3.37 3.42 3.46 3.49 3.55 3.62 3.61
4.06 4.07 4.10 4. 14 4.14 4.27 4.37 4.37

2 0 3Q 4Q 1Q 2 Q 3 0 4Q / Q

M M M M M M M M
111.1 105.6 106.2 102.9 105.5 107.8 109.4 109.4

3.0 2.8 2.3 2.2 4.2 3.4 2.2 3.2

1.2 2.2 2.5 2.0 3.0 1.8 1.7 0.9

0.4 2.2 3.1 3.2 2.1 2.0 1.5 0.9

Forecasts for interest rates and the Fcdeml Rcservcs Major Currency Index represent averages for the quarter. Forecasts for Real GDP. GDP Price Index and Consumer Price
Index are seasonallyadjusted annual rates of change (Saar). Individual panel members forecasts are on pages 4 through 9. Historical data: Treasury rates from the Federal Re
scwc Boards H.I5 AAAAA and ABBB corporate bond yields from Bank of AmericaMerrill Lynch and arc 15+ years yield to maturity: State and local bond yields from
Bank of AmericaMerrill Lynch Arated. yield to maturity; Mortgage rates from Freddie Mac 30year fixed; LIBOR quotes from Intercontinental Exchange. All interest rate
data arc sourced from Haver Analytics. Historical data for Feds Major Currency Index arc From FRSR H.l0. Historical data for Real GDP and GDP Chained Price Index are
from the Bureau otEconomic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Lahors Bureau of Labor Statistics (BLS).

U.S. 3-Mo. T-Bills & 10-Yr. T-Note Yield
(Quarterly Av erage) Forecast

U.S . T re as ury Yie ld  Curve
Week ended May 24 2019 8 Year Ago vs.

2Q 2019 & 3Q 2020
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Rates' ------------- - - - - - - -Po li cy

Latest:

2.38
-0. 10

0.75

0.75

1.75

1.50

0.00

- - - - - - - - - -His tor y
Mo n t h

Ago :

2.38
-0. 10

0.75

-0.75

L 75

1.50

0.00

Year

Ago :

1.63
0. 10

0.50

0.75

1.25

1.50

0.00

Consensus Forecasts

M o n t h s  Fr o m No w:

3 6 12

2.38 2.35 2.37
-0.09 0.09 0.09

0.72 0.72 0.79

0.74 -0.77 0.69

1.75 1.70 1.79

1.29 1.21 1.25

-0.10 0.12 0.04

U.S.
Japan

U. K .

Switzerland
Canada

Australia
Euro area

nment Bond Yieldsz------

Latest:

2.32
-0.12

0.07

L 0 3

0.28

2.55

0.39

1.61

1.52

0.83

---------10-Yr. Gover
------~----History-------

Mon t h Year

Ago : Ag o :

2.51 2.93
0.02 0.40

0.04 0.03

I .18 L 4 2

0.35 0.71

2.57 2.47

-0.28 0.06

I .69 2.35

1.78 2.79

I .07 1.45

Consensus Forecasts

M o n t h s  Fr o m No w:

3 6 12

2.54 2.59 2.69
0.06 0.1 I 0.30

0.01 0.00 0.02

1.20 1.23 1.45
0.34 0.41 0.63

2.58 2.71 2.84

0.27 0.24 -0.13
1.80 1.89 2.1 l

1.68 1.65 1.78

1.14 1.18 1.36

U.S.
Germany

Japan

U. K .

France

Ita ly

Switzerland
Canada

Australia
Spain

Internat ional Commentary "Risk off" returned to global f inancial
m arkets  in  May as  t r ade tens ions  betw een the US  and C hina r c

cscalatcd and numerous lackluster economic data releases from the
major economics rekindled market concern over the outlook br the
global economy. As May began financial market participants were
generally of the view that the US and China would soon reach a trade
agreement. But early in the month, President Trump said that China
was "backsliding" in the trade negotiations and that as a result the US
would increase existing tariffs to 25% from 10% and potentially ex-
pand the list of goods subject to tariff This caught financial markets
wrongfooted and set off a widespread rctum to risk aversion. Equity
prices have since plummeted and market interest rates have receded.

Three of the major central banks have held monetary policy meetings
since the last issue of BCFF-the Bank olEngland (BoE) the Reserve
Bank of Australia (RBA) and the Bank of Canada (BoC). As expected
none altered its policy interest rate. In the UK the nearterm turmoil
surrounding Brexit continues to keep the BoE on hold but the Bank
still projects that once Brexit is sorted the UK economy will risk
overheating, which would require a further increase in the policy in-
terest rate. Though the economy was a little more ebullient in Q1 than
expected and the unemployment rate remains at a multidecade low
rising Brexit uncertainty is taking its toll on the overall economy by
depressing orders. business capital spending and lately the pound.

In leaving the policy rate at its alltime low of l.50% at its May 7
meeting. the RBA appeared to tum even more dovish. noting that risks
were "tilted to the downside" and thereby generating market expecta-
tions of a rate cut in the not-toodistant lilturc. Indeed subsequently
released minutes from this meeting implied that a rate cut was in the
cards (perhaps as soon as at the next meeting on June 4) absent further
improvement in labor market conditions. Similarly, the BoC left its
policy rate unchanged at its May 29 meeting. importantly for the
second consecutive policy rate announcement it omitted any reference
to "ligature rate increases" which had consistently appeared previously.

The Bank expressed concern over the recent escalation of trade con-
flict and its likely adverse impact on the Canadian economy. with
inflation seemingly under control the Bank concluded that the "cur-
rent degree of accommodation remains appropriate" and appears con-
tent to remain on hold for some time.

Year

Ago :

104.97
109.35

L 3 3
0.09

1.30

0.76

1.17

Latest:

108.75
109.38

1.27
L 0 0

L 3 5
0.69

1.12

U.S.
Japan
U. K .

Switzerland

Canada
Australia
Euro

----------------Foreign Exchange Rates3----------
--------History---------- Consensus Forecasts

Mon t h Months  From No w:

Ago: 3 6 1 2

109.04 108.6 108.8 109.9
I I 1.60 109.9 109.4 109.6

1.29 1.30 1.31 1.35
l .02 1.00 1.00 0.98

1.35 1.32 1.31 1.30

0.7() 0.70 0.70 0.71

1.12 1.13 1.14 1.17

Consensus

Po l i cy Rates

vs. US Rat e

N o w In  12 Mo.

-2.48 -2.45

-l .63 1.57

3. I3 3.06

0.63 0.57

0.88 -1.12

2.38 -2.41

Japan

U. K .

Switzerland

Canada

Aus tralia

Eurozonc

Consensus

10-Year  Gov  ' t

Yie lds v s. U.S. Yie ld

No w In  12 _

-2.44 2.39

2.39 2.67

- l .29 1.24

-2.04 2.06

0.23 0.15

2.71 2.82

0.71 0.58
0.80 -0.91

l .49 1.33

Germany

Japan

U. K .

France

Ita ly

Switzerland

Canada
Aus tralia

Spain

Foreca.vt.v 1g"panel members are on pages 10 and 11. l)4Inifions of vur i
ables are as .fbllow.v: IMonefzujv policy rates. 2G()\(/f1I71(l1f bolus arc

yielzls to maturity. Forcigu exclzangc rare.foreca.vts.for U.K.. Australia
and the Euro are U.S. dollars per currency unit. Far the U.S dollar.
forecasts are ofllze U.S. Federal Reserver Board 's AFE Dollar Index.

Minutes from the European Central Banks most recent monetary
policy meeting on April 10. which were released on May 23, indicated
that the weakness in the euro area economy at the end of 2018 and
beginn ing of  2019 had reduc ed the governors c onf idenc e in the

pic kup they are expec t ing in the s ec ond half  of  this  year ,  notw ith-

s tanding s t r onger than-expec ted Q 1 GD P (10.4% q/q + l .2% y/y) .

W orryingly, the compos ite PMI continues  to languish. The Flash May

reading edged up to 51 .6 from 51 .5 in April, but this  is  consistent with

only 1.2% real  GD P grow th.  O f  c ont inued c onc ern is  the ongoing
weakness of the European manufacturing sector with the manufactur-

ing PMI well below S() and hovering around its  lowes t readings  s ince

2013. The next ECB meeting is  on June 6. W hile no policy change is
antic ipated. the market generally expec ts  tends  of the next round of

TLTROs (subsidized lending to banks scheduled For September) to be
announced. Also. it looks  for some comments  on tiered reserves  (ex-

empting some bank reserve balances that have previously been subject

to negative interest rates) in an attempt to reduce the drag of negative
rates 0ll bank profits .

The Bank of  Japan a ls o d id  not  m eet  in  May ( i t s  next  m eet ing is

June I 920). The release of Ql real GDP data provided a rare positive
surprise with real GDP rising 2.l% q/q Saar versus expectations of a
small decline. reflecting the already reported Q1 collapse in IP. How-
ever. most of the surprise came from outsize inventory building and an
implosion of imports-neither being a sign of economic strength.
Inflation remains moribund and this continues to gamer the Banks
full attention.

Sa/1dv Barren (Haver Analytics. New York NY)



. .4 BLUE CHIP FINANCIAL FORECASTS JUNE 1, 2019

Second 0uarter2019
Interest Rate Forecasts Key Assumptions

Blue Chip

Financial Forecasts

Panel Members

1

F edera l

F u n d s

R a t e

n a

4 . 3

4 . 0

8. 9

4 . 3

4 . 1

n a

5 . 0

4 . 5

4 . 5

4 . 8

4 . 7

n o

2 . 5

2 . 4

2 . 4

2 . 4

2 . 4

2 . 5

2 . 4

n o

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

n a

2 . 5

2 . 4

2 . 4

2 . 5

2 . 4

n a

2 . 4

2. 4

2 5

2. 4

2 . 5

2 . 4

2 . 5

2 . 4

2. 4

2. 4

2 . 2

2 . 4

2 . 3

2 . 2

2. 4

2. a

2 a

P r i m e L I B 0

B a n k R at

R a t e 3 M o .

H 5 . 5 H 2. 8

H 2. 6

H 2. 6

H n a

H 2 . 6

H 2. 6

2. 8

n a

2. 6

n a 2 . 5

5 . 5 H n a

5 . 5 H 2. 6

n o

2. 1

2 . 0

1 . 8

2 . 5

2 . 2

n a

2. 5

2. 6

2. 6

2 . 6

2. 6

2 . 6

n a

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

5 . 5 H

5. 5 H

5 . 5 H

5 . 5 H

5. 4

n a

2. 4

2 . 5

2 . 5

2 . 4

2 . 5

2 . 5

2 . 4

2 . 5

2. 6

n o

2 . 4

2. 4

2 . 4

2. 4

2 . 4

2. 4

2. 3

2. 5

2. 5

n a

4 . 1

4. 1

4 2

4 2

4 . 1

4 2

4 . 0

4. 3

4 . 5

5 2

4 . 3

n a

2. 1

2 . 3

2 . 3

2 . 3

2 . 3

2 . 3

2 . 2

2 . 4

2 . 5

2 . 3

2. 4

2 . 4

2 . 3

2 . 4

n o

2 . 2

2 . 3

2 . 4

2 . 4

2 . 3

2 . 3

2 2

2 . 4

2 . 5

2 . 3

2 . 4

2 4

2 . 3

2 . 4

n a

2 . 8

2 . 9

2 . 9

3 . 0

2 . 9

2 . 9

2 . 8

3 . 0

3 . 0

2 . 9

3. 1

2 . 9

2 . 9

2 . 9

n a

2. 5

2. 1

2 . 4

2. 4

n a

1 . 9

3 . 0

2 . 2

2 . 8

2 . 2

3 . 0

2 . 5

2. 1

2 . 4

2. 4

2 . 4

2 . 4

2 . 4

2 . 4

2 . 4

2 . 5

2 . 5

2 . 4

2 . 5

2 2

2 . 4

2 . 5

----------~---~Percenl Per Annum .. Average For Ouaner--------~ - -
S ho r tTe rm-- - -» -~~ ~lnlermedialeTenm~ - - - L 0 ng Te m 1 ~ - - ~ - ~ ~

4 5 6 7 8 g 10 11 12 13 14 15
R Com. Tree. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa State& Home
e Paper Bills Bills Bills Notes Notes Notes Bond Corp. Corp. Local Mlg.

1M0. 3 Mo. 6Mo. 1Yr. 2Yr. 5Yr. 10Yr. 30Yr. Bond Bond Bonds Rate
H 3.0 H 2.3 2.5 2.5 2.5 H H 2.4 2.9 4.4 H 5.5 H 4.1 H 4.7

no na no 2.4 2.6 3.0 no na no no
2.4 H 2.5 2.5 2.4 H 2.6 3.0 4.0 5.0 3.7 42
na na 2.4 2.6 3.0 na na
2.4 2.3 2.5 3.1 H 4.0 no
2.5 2.4 2.4 2.9 3.7 3.4

H 2.4 22 L 2.4 2.8 3.6 3.9
no H 2.5 H 2.6 3.0 no no
2.4 2.3 2.5 2.9 3.7 3.7
na na na na 22 L 2.4 2.8 no na na na
no na na no 2.4 2.6 3.0 na na no no
no 2.4 2.5 2.4 2.3 2.5 2.9 na na no 4.1
no na no na na no
2.3 L L 2.4 3.B 4.8 2.7 L
2.4 25 3.7 na no
no 2.5 no na no
2.5 3.8 4.7 no
2.5 3.7 4.7 3.7
2.4 no na no
na L na na no
na H 3.7 4.8 no
2.5 H H H H 3.8 5.0 4.\ H
na no na no H

H 2.4 H H 3.7 5.0 no
na L L no na no no
2.5 3.7 4.7 3.4 4.1
2.4 H 3.8 4.8 3.4 4.2

na
2.5
2.4
2.5
2.5

na
na
2.7

na 2.6
5.5 H 2.8
5.5 H na
5.5 H 2.6
5.5 H 2.6
na na

2.5
2.4
2.4
2.4

na
2.5
2.4
2.5
2.6

na
2.4
2.4
2.5
2.5

na
2.7
2.6
2.5
2.7

na
4.3
4.1
42
4.4

na
3.0
3.5
3.7
3.6

na
2.4
2.4
2.4
2.4

na
3.6
3.B
3.7
4.1
3.9

na
4.7
4.7
4.7
5.0
4.6na

2.6
2.6
2.6
2.5
2.6

no
2.5
2.4
2.4
2.4
2.5

na
2.5
2.4
2.5
2.4
2.5

no

42

4.1

42

42

42

na
3.4
3.4
3.3
a.4
3.3
4.0
3.2
3.4
3.4
3.0
3.2
2.7
2.5
3.6

0 L

2.4
2.3
2.3
2.4
2.3
24
2.3
2.3
22
2.4
2.3
2.3
22
2.3
2.2

2.5
2.5
2.4
2.4
2.6
2.5
2.5
2.6
2.5
2.5
2.5
2.5
2.5
2.5
2.5
2.7
2.5
2.5
2.5
2.G
2.4
2.5
2.5
2.5
2.3
2.5
2.4

no
4.1
3.6 L
4.1
41

2.4
2.3
2.4
2.4
2.4
2.3
2.3
2.5
2.2
2.3
2.3
2.3
2.1
2.4
2.2

no na
na
no
2.5
2.4
no
na
2.4

L 22 L
2.4
2.4

2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.3
2.4
2.3

na na na
3.0
2.9
3.0

H H 3.0
na no

no na no
no 4.6 3.7

H 3.7 4.7 3.5
L 37 4.7 3.5

no na no
na na no na no
2.4 2.4 3.7 4.6 3.5
2.4 22 L L L L 3.4 L 4.3 L no
2.4 2.5 34 L 4.3 L 3.5
2.3 L 2.4 L 3.7 4.7 3.6

2.7
2.9
2.9
2.s
2.7
2.9
2.9
2.5
2.8
2.8

ACIMA Private Wealth
J.P. Morgan Chase
Narotf Economic Advisors
Scotiabank Group
Swiss Re
Via Nova Investment Mgt.
Action Economics
AIG
Amherst Pierpont Securities
Bank 01 America Merrill Lynch
Barclays
BMO Capital Markets
BNP Paribas Americas
Chase Wealth Management
Chmura Economics & Analytics
Comerica Bank
Daiwa Capital Markets America
DePrince & Assoc.
Economist Intelligence Unit
Fannie Mae
Georgia State University
GLC Financial Economics
Goldman Sachs & Co.
Gran Thomton'Diane Sw0nk
High Frequency Economics
Loomis. Sayles a Company
MacroFin Analytics & Rutgers Bus School
Mizuho Research Institute
Moodys Anajyticg
Mooctys Capital Markets Group
MUFG Union Bank
Nat vest Markets
Nomura Securities, Inc.
0xlord Economics
PNC Financial Services Corp.
RDO Economics
Regions Financial Corporation
S&P Global
Societe Generate
The Northern Trust Company
TS Lombard
Walls Fargo
C cledata Co .

na
2.6
2.4
2.6
2.6

s.s H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.5 H
5.2 L
5.5 H
5.8

2.3
2.1
2.3
2.3
2.2
2.6
3.2
2.2
2.3
2.3
1.8
2.3
1.4
2.6
2.0

Avg. For -(QQ % Change)-
-01r.~ -»-~(SAAH}--~

A. B. c. D.
Feds Adv GDP Cons.
Fgn Econ Real Price Price
S Index GDP Index Index
109.0 2.2 2.1 1.9 L
na 2.3 2.6 3.4

108.5 1.9 2.4 2.3
na 1.5 2.4 2.2
na 1.9 3.2 H 3.4

110.1 2.5 1.9 2.0
107.5 L 1.6 3.2 H 3.3
na 1.3 L 2.2 4.5 H

110.5 H 2.2 2.5 3.4
na 1.8 2.6 3.3
na 2.5 2.7 3.1
na 1.5 2.6 3.5

109.4 2.4 4.0
109.0 1.5 2.2
na 2.0 2.2
na 1.6 a.2

108.0 1.9 3.5
109.1 2.5 2.4
na 2.2 2.1
na 1.7 2.4
na 2.0 3.8
na 1.8 3.3
na 1.3 L 3.4
na 1.7 4.4
na 2.5 3.0

110.4 2.0 3.9
108.8 2.0 2.6
na 2.8 H na
na 1.7

108.8 1.7
109.0 2.1
108.0 2.5
na 2.0
na 1.5
na 2.0 H

110.4 2.1
108.8 1.8
na 2.4
na 1.5

108.0 1.7
109.0 1.5 L
na 2.5

108.0 2.0 1.9 L

2.5
2.5
2.5
2.5
25
2.5
2.4
2.4
2.4
2.4
24
2.4
2.4
2.4
2.4
2.4
2.4
24
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
24
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.3

2.4 4.22.4 2.3 2.32.5 2.52.4 2.9 3.8 3.64.12.65.5June Consensus 2.4 m m
2.92.55.03.02.62.42.42.52.5 3.92.7 2.5 4.53.83.92.55.5 109.6

2.2

2.9

LE

2.3

1 .5

2.5

108.3

108.7

4.0

4.3

3.3

3.6

4.6

4.8

8.5

3.8

2.8

3.0

2.4

2.6

2.2

2.4

2.2

2.4

23

2.5

2.4

2.5

2.4

2.4

2.4

2.5

2.5

2.6

5.4

5.5

10

26

1

17

15

1

1

10

7

21

12

1

31

10

2

11

22

1

11

12

17

19

20

1

10

22

1

26

14

0

26

15

0

12

12

2

13

14

0

11

7

2

5

1B

2

H

8

23

28

14

0

2

33

2

Top 10 Avg 2.5

Bottom 10 Avg. 2.4

May Consensus 2.4

Number 01 Forecasts Changed From A Month Aan;

Down 0

Same 43

Up 0

17% 58%16%67%21%28%26%31%28% 64%18%18%26%35%38%44%36%50%Ditfusionindex 50%
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Third Quarter 2019
Interest Rate Forecasts Key Assumptions

BlueChip

Financial Forecasts

Panel Members

H

1.8

2 5

2.1

1.9

1.7

2.4

2.4

1.7

n a

5.6

5 5

5.5

5.5

5.5

5.5

s. s

5.8

n a

5.4

4.4

4.5

4.8

5.1

n a

3.4

3.9

n a

3.8

n a

2.4

2.5

2.4

n a

2.5

n a

2.5

2.6

2.4

2.4

2.4

2.4

2.4

2.6

n a

2.4

2.4

2 5

2.7

n a

2 5

2.4

2.s

2.5

2.6

n a

2.5

2.7

2.6

2.6

2.7

2.6

n a

2.4

2.5

2.5

2.4

2.5

2 5

2.3

2.5

2.6

n a

2.4

2 5

2.5

2.4

2.4

2.5

2 2

2 5

2.6

n o

5.5

5.5

5.5

5 5

5.4

5 5

5.5

5.5

5.4

n a

4.0

4.2

4.3

4.3

4 2

4.2

4.0

4.4

4.5

5.3

na

2.3

2 2

2.0

2 2

2.3

3.0

2.1

n a

2.4

2.5

2.5

2.4

2.5

2.5

2.4

2.4

2.5

2.5

2.2

2.4

2.5

2.3

2.6

2.7

2.5

2.4

2.4

2.4

2.5

2.5

2.3

2.4

2.4

2.3

2.2

2.5

2.5

2.4

2.8

2.4

2.1

2.3

2.7

2.4

2.5

2.4

2.5

2.3

2.6

2.7

2.6

2.5

2.4

2.4

2.5

2.5

2 2

2.4

2.4

2.3

2.1

2.4

2.5

2.4

2.3

2.3

2.1

2.4

2.9

2.3

2.6

2.4

2.5

n a

3.9

3.8

4.0

3.9

n a

4 8

4.8

4.9

4.B n a

4 2

4.1

4.4

4.2

n o

2.5

2.4

2.6

2.5

n a

2.6

2.6

2.6

2.6

~~~~~-~~~~-~~~~-~~~~~~Percenl Per Annum - Average For0uarler~~~~~~

- - - - - - - - - - ~ ~ S h o r t T e r m - ~ ~ - ~ ~ ~ln1em1ediateTerrn - -

1 2 3 4 5 6 7 8 9 10 11

Federal Prime LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas.

Funds Bank Rate Paper Bills Bills Bills Notes Notes Notes Bond

Rate Rate Mo . 1M0. 3M0. 5.M0. 1YI. 2Yr. 5Yr. 10Yr. 30Yr.

H 2.5 na na no 2.5 2.9

H H 2.8 H 2.5 2.5 2.6 2.7 3.2

H 2.8 H 2.5 H 2.7 H 2.7 H H 2.8 H 3.2

H na no 2.7 3.1

H 2.6 2.7 3.5 H

H 2.6 2.4 2.9

2.8 2.4 2.9

no 2.7 3.1

H 2.7 H H 2.7 3.2

na 2.6 na no na na 2.5 2.9

5.s na na na no na 2.6 3.0

5.5 2.5 na 2.4 2.5 2.4 2.5 3.0

no 2.5 3.0

2.3 2.3 2.8

2.4 2.6 3.0

na 2.G 3.0

2.5 2.6 3.0

2.5 2.5 2.9

2.4 2.4 2.8

na na 2.3 2.8

na na 2.7 3.1

2.5 2.4 H H 2.5 3.4

na 2.7 na na no 2.6 8.0

5.5 na na 2.4 2.1 2.7 3.1

5.5 2.8 2.5 2.5 2.4 2.6 2.9

us Sch001 5.5 2.6 2.4 2.5 2.5 2.5 2.9

na na no na no 2.6 na

2.5 2.4 2.4 2.4 2 4 2.5 2.9

2.5 2.4 2.4 2.5 2.5 2.6 3.0

2.7 2.4 2.4 2.5 2.6 2.6 3.0

na na na 2.5

na 2.5 2.6

no 2.3 2.5

2.5 2.6 2.8 H

na 2 5 2.5

2.5

2.6

2.6

2.4

2.7

2.4

H L 2.2

L L L L L L L L L 2.0 L L

2.5

2.5

2.5

2.5

2.5

2.5

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.8

2 s

2.3

2.2

2.1

J.P. Morgan Chase

Moodys Analytics

Naroff Economic Advisors

Scotiabank Group

Swiss Re

Via Nova Investment Mgt.

Action Econcmks

AIG

Amherst Pierpont Securities

Barth of America Merrill Lynch

Barclays

BMO Capital Markets

BNP Paribas Americas

Chase Wealth Management

Chmura Economics & Analytics

Comerica Bank

Daiw a Capital Markets America

DePrince & Assoc.

Economist l ntdl i gence Uni t

Fannie Mae

Georgia State Universi ty

GLC Financial  Economics

Goldman Sachs a Co.

High Frequency Economics

Loomis Sayles & Company

MacroFin Analytics & Rutgers B

Mizuho Research Institute

Moodys Capild Markets Group

MUFG Union Bank

Nat vest Markets

Nomura Securities. Inc.

0xlord Economics

PNC Financial  Servi ces Corp.

RDO Economics

S&P csloba

So ci e te  Ge m m a

The Northern T rust Company

Wells Fargo

Cycledata C°fP

Grant ThomtonlDiane Swonk

Regions Financial  Corporation

ACIMA Pri vate W€3l l h

T S Lombard

n a

2.5

2.5

2.8

2.4

2.5

2.2

2.1

n a

2.4

2.5

2.3

2.3

2.4

2.3

2.5

2.4

2.2

2.5

2.5

2.2

2.5

2.2

2.8

1 .9

n a

2.8

2.9

3.1

2.8

2.9

3.1

2.9

2.7

3.2

2.8

2.8

2.2

n a

2.7

2.6

2.6

2.7

2.6

2.6

2.1

n o

2.5

2.5

2.3

2 5

2.4

2 2

1.9

n o

2.3

2.5

2.3

2.4

2.4

2.3

2.7

2.4

2.3

2.5

2.5

2 2

2.4

2.1

2.3

1 .8

n a

5.5

s. s

5.5

5.5

5.5

5.5

5.5

5.5

5.5

s s

5.5

5.3

5.4

5.5

5 2

4.9

n o

4.3

4 2

4.1

4.4

4 2

4.6

3.3

n o

4.9

4.4

4.6

4.g

4.1

5.5

4.0

- - - L o n g Te n m - _ » - - ~ ~

12 13 14 15

Aaa Baa Slate& Home

Corp. Corp. Local Mtg.

Bond Bond Bonds Rate

na na na no

3.8 4.9 3.2 4.4

4.1 5 2 3.8 4.a

na na na

4.5 H 4.5

3.G s s

3.5 3.9

na 4.4

4.1 4.4

na na na na

no na na no

no na na 4 2

no na na

3 8 4.8 2.7 L

3.8 na na

na na na

3.8 4.8 na

3.9 4.8 3.6

no na na

na na na

3.7 4.8 na

4.4 4.9 3.8

na na na H

na na na na

3.8 4.7 3.4 4.2

3.8 4.8 3.5 4 2

na na

3 5 4.2

3.8 4.3

3.6 4.4

na

no no na

no 4.6 3.4

3.9 4.8 3.7

na na na

na

3.6

3.6

3.5

na

3.4

H 4.0 H

L L na L

na

3.9

3.5

3.6

3.8

3.8

4.2

3.1

2.4

2.3

2.5

2.4

2.4

2.5

2.4

2.a

2.3

2.4

2.0

2.0

na

2.0

1.8

2.1

2.0

2.0

2.2

2.3

1.9

1.8

1.9

2.1

1.9

2.3

2.1

2.0

1.5

na

2.5

2.4

2.4

2.2

2.5

2.8

1 .g

na

2.0

2.3

2.1

2.0

2.7

2.5

2.2

2.7

2.0

2.2

2.1

1.8

3.0

2.0

1.9

2.2

2.8

1.7

2.5

18

1.8

1.9

2.1

2.4

1.7

2.4

2.0

2.2

1.6

2 2

2.4

2.0

1.9

2.4

1.9

1.9

2.5

2.1

1.7

2 2

2.4

2.6

2.1

2.2

2.0

2.2

2.0

2.0

2.0

1.9

1.2

Avg. For ~~(0 Q %  C h a n g e ) -

.01r... - . . . - - - { S AAR ) . - .

A. B. c . D.

Feds Adv GDP Core.

Fgn Econ Red Price Price

S Index GDP Index Index

no 2.3 2.4

na 2.1 2.4

108.0 2.3 2.3

na 2.3 2.4

na 2.2 2.2

110.0 1.9 2.0

108.8 2.6 2.7

na 2.4 3.1

111.0 H 2.4 2.7

na 1.9 1.5 L

na 2.2 1.7

na 2.2 2.3

108.7 na 2.7

109.1 2.0 2.1

na 1.9 2.3

no 2.0 2.0

108.0 2.2 2.3

108.1 2.2 2.4

na 2.0

na 2.4

na 2.7

na 2.2

na 2.0

no 2.3

110.8 H 3.3 H

109.0 2.2

na

109.9

110.0

106.0 L

na

na

na

111.9 H

na

no

107.0

na

108.0

na

108.8

108.7

110.0 L L

24 2.4 2.32.12.14.33.64.83.83.02.52.42.42.42.42.65.5June Cons ens us 2.5 M
2.7 2 5 2.7 2.44.1 2.5110.14.53.85.13.2 2.82.5 2.62.65.5 2.6 2.6

1.9

2.1

4.0

4.4

2.3

2.4

108.0

108.8

1.7

2.1

3.4

3.7

4.5

4.9

3.6

3.9

2.7

3.0

2.3

2.7

2 2

2.5

2.2

2.5

2 3

2.5

2.5

2.7

2.3

2.5

2.3

2.4

1.9

2.3

5.4

5.5

Top 10 Avg. 2.5

Bottom 10 Avg. 2.3

May Consensus 2.4

Nmr  Fr h FrmAM h

5

19

1

3

33

1

23

13

7

2

10

6

20

12

2

11

g

0

14

11

2

10

14

2

9

24

7

24

18

D

22

18

0

21

19

1

12

21

0

9

25

0

8

2B

1

12

15

15

14

17

2

19

19

2

4

39

0

Down

Same

Un

47% 24% 31%61% 48%23%28%35% 54%21%23%26%32%37%41%42%32% 29%Diffusion lndex 45%
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Fourth Quarter 2019
Interest Rate Forecasts Key Assumptions

Blue Chip

Financial Fcrecasts

Panel Members

1 5

Ho m e

M tg.

Ra te

4.8

4.6

n a

5.B

5.5

5.5

5.5

5.5

n a

2.4

2.4

2.4

2.4

2.3

n a

2.6

2.8

n a

2.8

Ln a

2.0

2.0

2.0

2.3

2.2

n a

2.5

2.8

2.6

2.6

2.8

2.6

n a

5.5

5.5

5.5

5.5

5.4

5.5

5.5

5.4

n o

2 3

2.5

2.6

2.5

2.5

2.5

2.1

2.6

2.4

2.5

2.5

2.5

2 5

2.5

2.2

2.5

n a

4.0

4.3

4 8

4.4

4.3

4.1

4.0

4.5

5.3

n a

2.4

2.2

1 .g

2.4

2.4

2.1

n a

2.4

2.5

2.4

2.4

2.5

2.5

2.3

2.4

2.5

2.2

2.4

2.5

n a

2 5

2.8

2.7

i s

n a

2.6

2.6

2.7

2.7

- - - - - - - ~ ~ -Percent Per Annum .. Average Fo

.~~~~.-~ - - - .~ ..Sh o r l Te rm ~- - - -~~~~~~.- . -InlenmedlaleTe

1 2 3 4 5 6 7 8 9

Federal Prime LIBOR Com. Treas. Tieas. Treas. Treas. Treas.

Funds Bank Rate Paper Bills Bills Bills Notes Notes

Flale Rate 3M0. 1M0. 3Mo. 6»M0. 1Yr. 2Yr. 5Yr.

H 5.8 H 2.9 H 2.7 H 2.8 H 2.9 H 2.9 H 2.8 2.9

H 5.6 2.8 2.7 H 2.7 2.8 2.9 H 2.9 H 3.0

2.6 na na na 2.4 2.4

2.9 H 2.5 2.5 2.7 2.7 2.8

na na no 2.6 2.7

2.4 2.5 na 2.4 2.5

2.4 2.5 2.5 2.5 2 5

na 2.5 2.5 2.5 2.5

na na no na na 2.3 2.3

5.5 na na na na na 2.4 2.4

5.5 2 5 na 2.4 2.5 2.5 2.5 2.5

na na 2.3 2.4

2.3 2.2 2.1

2.5 2.5 2.5

na 2.6 2.6

2.5 2.4 2.4

2.6 2.4 2.4

2.4 2.4 2.4

na na 2.0 2.1

2.6 2.4 2.8 3.1 H

na 2.7 na na no 2.4 2.4

5.5 na na 2.4 2.1 2.5 2.6

5 5 2.6 2.s 2.5 2.5 2.5 2.5

5.5 2.6 2.4 2.5 2.5 2.5 2.5

na na na no na no na

2 5 2.4 2.4 2.5 2.5

2.7 2.4 2.4 2.5 2.6

na no

na 2.5

na 23

2.5 2.7

na 2 5

no na na na

2.8 2.5

2.6 2.4

no

-~~ -4 .0 n g Te m

12 13

Aaa Baa

Corp. Corp

Bond Bond

H 4.5 H 5.5

4.3 5.4

na na

4.2 5.3

na na

4.5 H 5.4

3.5 4.5

na 4.B

na na

na no

na na

na na

3.8 4.B

3.8 na

na na

a s 4.9

4.0 4.9

na na

na na

4.2 4.7

na na

na na

3.8 4.7

3 8 4 8

na na

3.9 4.9

3.9 4.B

3.9 4.6

na na

na 4.5

4.1 4 9

na na

no na

4.3

3.6

3.7

3 8

L L L LL L

2.6

2.6

2.5

2.5

2.5

2.5

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2 4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.3

2.8

2.3

2.3

2.3

2.1

2.0

1.8

no

2.6

2.2

2.4

2.5

2.4

2.8

2.5

2 2

2.7

2.5

24

2 5

22

2.1

2.4

1.8

2 2

2.1

2.5

2.1

2.3

2.5

2.3

2.6

2.5

2.1

2.6

2.4

2.3

2.5

2.3

2.1

2.3

1.9

2.1

2.0L L LL L

r  0 u a r l e r - - -

rm ~

10 11

Treas. Treas.

Notes Bond

10Yf 30.yI.

3.1 H 3.7

3.0 3.4

2.5 2.9

2.9 3.4

2.9 3.2

2.7 3.5

2.5 2.9

2.8 3.1

2.6 3.0

2.6 3.0

2.6 3.0

2.6 3.1

2.3 2.8

2.7 3.1

2.7 3.1

2.6 3.0

2.6 3.0

2.4 2.7

2.3 2.8

2.6 3.4

2.7 3.1

2.8 3.1

2.6 3.0

2.5 2.9

2.6 na

2.7 3.0

2.5 3.0

2.5 na

2.6

2.6

3.0

2.6

2.4

2.9

2.6

2.8

2.8

2.3

2.4

2.4

2.1

2.3

2.0 L

na

2.2

1.8

2 0

1.9

2.2

2.4

2.0

1.6

1.9

2.0

2.2

2.2

1.9

2.2

1.9

1.5

1.9

1.9

Avg. F01 - (QQ %  C h a n g e ) -~

..0 l r .~ - ~ - { S AAR ) ~ ~ ~

A. B. c . D.

Feds Adv GDP Cons.

Fgn Econ Red Price Price

$ Index GDP Index Index

111.5 3.0 H 2.5 H 2.9 H

107.2 1.7 2.1 2.0

na 1.8 2.3 2.2

na 2.3 2.2 2.2

na 18 1.8 2.3

na 1.6 1.7 2.4

109.3 2.4 2.3 2.5

na 1.0 2.2 2.3

no 1.8 1.8 1.4

na 2.0 2.1 1.4

na 1.9 2.2 2.3

108.3 1.a 1.3

108.9 2.0 2.1

no 2.2 2.3

na 2.5 2.0

110.0 1.7 2.4

10a.2 2.2 2.4

na 1.5 2.0

na 2.0 1.5

na 2.7 2.1

na 2.4 1.8

na 2.0 2.4

110.8 1.8 2.8

1092 2.3 2.1

na 1.9 na

111.0 2.4

104.0 L 2.2

na 1.7

na 1.s

na 2.1

113.0 H 2.5

na 1.9

na 1.0 L

106.0 2.0

na 2.5

na 1.8

1.7

1.9

2.1

2.4

1.8 L

2.1

13

2.8

1.4

2.3

2.1

2.2

2.a

2.1

2.2

2.1

2.3

1.9

2.2

1.8

2.1

2.0

1.9

1.8

1.8

na

2.4

2.3

2.6

2.4

2.3

2.5

2.4

2.3

2.3

2 4

2.4

2.2

2.0

2.0

1.6

5.5

5 5

5.5

5.5

5.5

5.5

5.5

5.5

5.5

5.5

5 3

5.4

5 5

5.5

5.3

4 9

5.0

4.8

4.6

4 2

4.4

4.4

4 0

4.2

3.9

3.4

4.0

4.5

14

State &

Local

Bonds

H 4.2 H

4.1

na na

3.5 4.6

na na

na 4.6

3.9 3.9

na 4.4

na na

na na

na 4.3

na

2.7 L

na

na

na

3 8

na

na

4.0

na H

na na

3.4 4 2

3.5 4.2

na na

3.8 4.4

3.6 4.3

na no

na 4 2

3.3 4 2

3.8 4.7

na 4.3

na na

3.9

3.6

na

na

3.4

3.5

3.4

L na L

3.5

H 3.7

2.5

2.5

2.5

2.5

2.3

2.5

2.3

1.9

2 2

1 .a

2.2

2.4

2.6

2.2

1 .g

2.1

2.5

Amherst Pierpont Securities

Narott Economic Advisors

J.P. Morgan Chase

Moodys Analytics

Scotiabank Group

Swiss Re

Action Economics

AIG

Bank of America Merrill Lynch

Barclays

BMO Capital Markets

BNP Paribas Americas

Chase Wealth Management

Chmura Economics & Analytics

Comerica Bank

Daiwa Capital Markets America

Deprirrce a Assoc.

Economist lntdtigence Unit

Fannie Mae

GLC Financial Economics

Goldman Sachs a Co.

High Frequency Economics

Loomis Sayles & Company

MacroFin Anatyttcs & Rutgers Bus Sched

Mizuho Research Institute

MUFG Union Bank

NatWest Markets

Nomura Securities Inc.

Oxford Economics

PNC Financial Services Corp.

RDO Economics

S&P Global

Societe Generals

The Norlhem Trust Company

Wells Fargo

Georgia State University

Gram ThomtonlDiane Sw0nk

Moodys Capital Mantels Group

Regions Financial Corporation

Via Nova Investment Mgt.

TS Lombard

Cycledata Corp

ACrMA Private Wealth

3.9

3.7

3.6

3.2

3.5

3.9

5.3

4.5

4.a

4.9

4.7

4 8

4.4

4.1

4.5

5.5

2.5

2.5

2.5

2.4

2.4

2.5

2.3

2.1

2.1

1 .8

na

1 I 1.0

109.0

1090

112.0

107.0

108.0

2.9

2.9

3.2

2.9

2.8

3.4

3.0

3.1

3.2

2.8

2.8

2.8

2.3

2.6

2.6

na

2.7

2.5

2.6

2.5

2.1

2.3

2.3

2.42.4 4.33.64.83.93.02.62.52.52.42.42.65.42.4June Consensus m m
2.8 3.4 4.2 5.2 3.9 4.7 2.5 2.3 2.52.72.72.62.62.62.85.6 I 10.72.9

4.0

4.4

1.8

2.0

107.6

108.8

1.8

2.1

1.6

2.1

4.5

4.9

2.3

2.7

2.1

2.6

2.1

2.5

22

2.5

5.3

5.5

2.2

2.4

2.3

2.5

2.4

2.7

3.4

3.8

3.6

4.0

2.7

3.1

2.2

2 5

2

g

7

18

9

2

16

15

12

20

12

2

8

1 1

1

12

23

5

12

20

10

7

17

2

16

23

2

22

20

1

19

22

0

19

23

0

11

22

0

a

25

1

10

27

0

e

18

1

13

18

2

6

31

0

Top 10 Avg. 2.5

Bottom 10 Avg. 2.2

May Consensus 2.4

Nm ofF h FrmAMnhA

7

38

0

Down

Same

Up

48%41%45%64%24%33%24%40%33%28%27%27%33%42% 33% 40%Difiusionlndex 42% 40%36%
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First Quarter 2020
Interest Rate Forecasts Key Assumptions

Bluechlp

Financial Forecasts

Panel Members

ngTem..___---

13 14 15

Baa State& Home

Corp. Local Mtg.

Bond Bonds Rate

H 5.8 H 4.5 H 5.1

H

n a

2 . 6

2 . 7

2 . 9

2 . 9

2 . 6

6 0

s s

s . a

5 . 8

5 . B

5. 8

5 . 5

n a

3 . 7

3 . 9

4 . 1

3 . 9

3 . 9

n o

4 . 8

4 . B

4 . 7

4 . 8

4 . 4

3 . 0

2 . 6

2 . 6

2 . 7

2 . 8

2 . 8

2 . 6

n a

5 . 7

5 . 0

5 . 4

4 . 9

s . o

n a

4 . 5

4 . 0

4 . 4

4 . 2

4 . 1

n o

2. 8

2 . 8

a. 0

2. 8

2 . 6

n a

2 . 7

2 . 7

2 . 8

2 . 8

2 . 7

n a

3. 1

2 . 8

3 . 0

3 . 0

2. 9

2 . 6

2 . 7

2 . 6

2 . 8

n a

5 5

5 . 5

5 . 5

5 . 5

5 . 5

5 . 4

n o

2 . 3

2 5

2 . 6

2 . 5

2 . 0

2 . 6

n a

2. 4

2 . 5

2. 5

2 . 5

2. 1

2 . 5

H

n a

4 . 0

4 . 4

4 . 3

4 . 5

4 . 0

4 . 5

5. 3

n o

2. 3

2 . 5

2 . 4

2 . 4

2 . 1

2 . 4

2 . 5

2 2

2 . 4

n a

2. 1

2 . 5

2 . 6

2 . 4

2 . 0

2 . 7

2 . 5

2 . 5

2 . 6

n a

2 . 7

3 . 2

3 . 1

3 . 0

2 . 8

3 . 4

3 . 2

3. 1

3 . 0

n o

2. 1

2 . 6

2 . 6

2. 4

2. 1

3 . 0

2. 4

2 . 6

2 . 6

n a

1 .9

1 .7

2. 0

2 . 3

2. 0

2. 3

2 . 0

2 . 5

2 . 5

n a

2 . 5

2. 3

2 5

2. 6

2 5

2. 5

2 . 4

n a

2. 6

2 . 6

2 . 7

2 . 8

2 . 6

2 . 7

2 . 7

n a

2 . 5

2. 3

2 . 5

2 . 5

2 . 5

2 . 5

2 . 5

n a

4 . 3

4 2

4 . 4

4 ]

4 . 3

4 . 2

4 . 3

........- ......- .Lo

11 12

Treas. Aaa

Bond Corp

30Yr. Bond

3.9 H 4.7

3.3

3.7

3.1

3.6

3.3

3.1

3.0 na

3.1 4.0

3.5 4.5

3.0 3.5

3.2 na

3.0 na

3.0 na

3.0 na

na

3.7

3.9

na

4.0

na

4.1

na

na

3.8

na no

2.9 3.9

na 3.9

na

na

na

4.5

3.8

3.6

3.7

na

3.6

na

2.3

2.1

1.8

2.2

2.0

1.9

2 1

2.4

2.1

1.6

2.0

no

23

23

22

2.3

22

22

1.4

na

2.3

2.3

2.2

2.4

2.3

2.1

1 4

no

2.4

2.2

2.4

2.5

2.4

2.2

2.4

2.2

2.2

2.3

2.o

2.4

2.2

2.0

1.2

na

3.7

3.8

3.7

3.5

3.9

na

2.3

1.9

1.8

1.9

1.5

no

3.9

4.0

45

4.0

3.9

4.0

4.4

na

2.1

2.7

1.3

2.2

2.4

2.2

2.5

1.8

1.9

1.9

2.0

1.8

1.4

1.6

2.0

1.8

1.5L

3.0

2.9

3.0

3.5

3.1

3.0

2.9

2.8

2.8

2.6

3.2

2.8

2.8

2.6

2.3

Avg. For ~-(0Q % Change )~-

.Qtr.~ - ._~-.(SAAR) - » -

A. B. c . D.

Feds Adv GDP Cons.

Fgn Econ Red Price Price

$ Index GDP Index Index

11200 2.6 H 2.7 H 3.0 H

no 1.6 1.7 2.1

na 1.9 2.0 1.9

110.0 2.1 2.1 3.0

105.8 15 1.9 2.1

113.0 H 2.2 2.4 2.4

108.5 2.3 2.2 2.4

na 1.8 2.5 2.3

109.4 18 2.1 2.1

na 1.9 1.6 2.4

109.0 2.4 2 2 2.4

na 2.0 2.4 2.0

n a 1.8 1.9 1.9

na 2.0 2.3 2.4

na 1.7 2.1 2.2

97.9 L 1.7 1.8

108.7 1.8 2.0

na 2.2 1.9

na 2.6 H 2.0

110.0 1.5 2.3

na 1.8 1.7

no 2.2 2.3

na 2.3 2.0

no 1.9 2.5

110.7 1.8 2.3

na 1.2

103.0 1.9

na 1.6

na 1.1 L

na 1.8

na 13

105.0 2.0

no 2.1

na 1.7

109.2 1.9

no 1.0

108.0 2 3

na 2.0

no 1.9

112.1 2.1

112.0 2.2

106.0 2.1

107.0 0 5 L L

na

5.5

5.5

5.5

5.5

5.5

5.5

s s

5.4

5.5

5.5

5.3

5.2

5.0

5 5

4.9

5.0

4.3

na

2.3

2.8

2.8

2.6

2.3

2.7

2.9

2.8

2.7

2.6

2.4

2.5

2.7

2.6

2.7

3.0

2.7

2.5

2.5

2.3

2.4

2.3

2.8

2.3

2.6

2.3

1.6

na

2.0

2.3

2.5

2.3

2.5

2.7

2.4

2.5

2.1

2.1

2.3

2.2

2.3

2.2

2.8

2.1

1.6

2 9

2.8

2.7

2.7

2.7

2.7

2.5

2.5

2.s

2.5

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2 4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2.4

2 4

2.4

2.3

2.3

2 3

2.3

2.2

2.1

2.1

2.1

2.0

1.3

no

2.1

2.4

2.6

2.4

2.6

28

2.4

2.3

2.1

2 2

2.4

2 2

2.5

2 2

2 3

2 2

1.6

Amherst Pierpont Securities

Scotiabank Group

Moodys Analytics

MUFG Union Bank

Naoti Economic Advisors

RDO Economics

DePrince & Assoc.

J.P. Morgan Chase

MacroFin Analytics & Rutgers Bus Schcd

Swiss Re

Action Economics

AIG

Bank 01 America Merrill Lynch

Barclays

BMO Capital Markets

BNP Paribas Americas

Chase Wealth Management

Chmura Economics & Analytics

Comerica Bank

Daiwa Capital Markets America

Fannie Mae

GLC Financial Economics

Goldman Sachs & Co.

High Frequency Economics

Loomis. Sayles & Company

Mizuho Research Institute

Nat vest Markets

Nomura Securities Inc.

Oxford Economics

PNC Financial Services Corp.

sap Gl0baj

The Northern Trust Company

Wells Fargo

Gram Thomton'Diane Sw0nk

Regions Financial Corp0ralion

Societe Generate

Via Nova Investment Mgt.

Economist Intelligence Unit

Georgia Slate University

Moodys Capital Markets Groin

TS Lombard

Cycledata 001P.

ACIMA Private Wealth

-----~~~~-~----Percent Per Annum .. Average For Ouarter
- - - - - -Sh0r tT em\- - - - - - - -~ ~lmem1ediateTerm

1 2 3 4 5 6 7 8 g 10

Federal Prime lJBOR Com. Treas. Treas. Treas. Trap. Treas. Treas.
Funds Bank Rate Paper Bills Bills Bills Notes Notes Notes

Rate Rate 3M0. 1M0. 3M0. €~M0. 1Yr. 2Yr. 5Yr. 10Yr.

H H3 .1  H2 .9 H H3.1 H32H3.1H32H3.4H
2.8 2.9 3.0

H 2.9 3.0 3.1

2.7 2.8 2.9

3.0 3.0 3.1

2.7 2.9 3.1

2.5 2.6 2.7

na na no na na 2.4 2.4 2.6

5.6 2.5 2.6 2.6 2.6 2.6 2.6 2.7

5.5 2.4 2.4 2.5 no 2.4 2.5 2.7

5.5 2.4 2.4 2.5 2.5 2.5 2.5 2.5

5.5 na na 2.3 2.5 2.6 2.6 2.6 2.8

na 2.6 na no na na 2.3 2.3 2.6

5 5 na na no na na 2.4 2.4 2.6

5.5 2.6 na 2.4 2.5 2.5 2.5 2.6 2.6

na na

2.5 2.3

2.8 2.5

2.6 na

2.6 2.5

na na

2.7 2.5

na 2.8 no na na

5.5 na na 2.4 2.1

5.5 2.6 2.5 2.5 2 5

na na na na no

2.6 2.4 2.4 2.4 2.5

na

na

na

na

2 5

2.4

2.1 L

2.6

no na

2.5 2.2

2.4 2.2

na na

2.5 2.4

2.3 2.1 L

2.3 2.1 L

L L 2.0 L 2.2 L L L L L L

na na na

4.9 3.6 4.4

5.4 na 4.6

L 4.5 3.9 3.9 L

4.B na 4.5

na na na

no na na

no na 4.3

na na

4.7 2.6 L

na na

na na

5.1 na

na na

4.8 4.0

na na

no na na

4.7 3.4 4 2

na na na

4.8 3.5 4 2

4.6 na

na no

4 5 3.1

na na

5.5 4.0

4.6 3.7

4.6 na

4.8 3.6

na no

4.4 L 3.4 L

na

na

3.3

na L

L 3 5

3.7

na

4.8

4.7

4.6

4.5

5.5

2.4 4.42.42.7 2.4 3.12.62.5 4.02.52.5 3.72.55.5June Consensus 4.9 m m
2.7 2.7 2.9 4.0 4.8 2.45 ] 2.92.7 2.7 2.62.3110.75.34.33.53.02.82.8

2.4

2.7

1.7

2.1

1.3

1.7

105.9

108.5

1.7

2.1

3.4

3 8

4.5

5.0

3.6

4.0

2.7

3.1

2.3

2.8

2.1

2.6

2.1

2.5

2.1

2.5

2.2

2.5

2.1

2.4

2.2

2.5

4.0

4.5

52

5.5

6

30

1

7

16

2

11

21

1

11

15

1

10

10

0

18

16

0

8

16

2

13

25

2

17

25

0

18

22

0

3

g

6

a

26

0

12

25

0

5

19

19

11

21

1

11

22

7

19

22

D

9

25

a

Top 10 Avg.

Bottom 10 Avg 2.1

May Consensus 2.4

Number of Fcrecasts Changed From A Month Ago:

Down a

Same 35

Up 0

45% 49%58%24%25%38%36%30%28%27%35%38%34%40%35%43% 66%31%Ditlusionlndex 41%



.l8 BLUE CHIP FINANCIAL FORECASTS JUNE 1 2019

Second Quarter 2020
nltelest Rate Forecasts Key Assumptions

BIUechlp

Financial Forecasts

Panel Members

1 5

Ho m e

M tg.

Ra te

5.4

5.0

- - -~ -~ L0ngT em1

11 1 2 13 14

Treas. Aaa Ba a State &

Bo n d Corp. Corp. Local

3 0 Y r. Bo n d Bond Bonds

H 4 .9 H6 .0 H4 .7 H H
4.4 5.1 4.1

n a n a

H

H

3.4

3.0

2.9

2.8

3.1

2.8

3.0

2.7

2.7

n a

4.1

4.8

4.0

4.4

4.1

4.2

n o

6.0

5.1

5.4

5.0

5.1

n a

4.6

4.8

4.6

4.6

4.5

4.6

4.1

3.5

3.3

3.4

3.8

3.1

3.5

3.2

3.2

n a

3.9

4.0

4.0

3.7

4.0

n a

3.1

3.1

2.8

2.9

2.8

2.8

n a

2.8

2.6

2.7

2.8

2.7

2.s

n a

2.8

2.8

2.8

2 9

2.7

2.7

n a

2.7

2.7

2.7

2.7

2.6

2.7

6.1

6.0

5.8

5.8

5.8

5.8

5.8

5.8

5.5

n a

3.0

a .s

3.0

a .s

n a

2.7

2.7

2.5

2.9

3.0

2.4

2.1

1.9

1.7

3.6

1.8

2.1

2.3

2.5

2.3

2.2

2.4

1.7

2.7

Real

G DP

2.7

2.6

1.6

2.4

1 6

2 5

0.3

1.7

2.2

1.8

2.0

1.8

2 3

2.1

1 8

2.9

2.9

2.8

2.7

2.7

2.7

2 7

2.6

2.5

2.5

2.5

2.5

2.4

2.4

2.4

n a

4.3

4.6

3.9

4.5

n a

n o

4 2

-(00 % Change)-~
----{SAAR)~-

B. c. D.
G D P Co n s.

Price Price

Index Index

H 2.6

2.4

1.7

1.6

1.3 L

1.8

1.7

2.2

2.2

2.5

2.4

2.4

2.6

2.4

2.2

2.3

1.9

L

H

n a

2.6

2.4

1 .9

2.6

n o

2.6

2.5

1.9

2.6

n a

5 5

5.5

5.5

5.4

n a

4.3

4.s

4 0

4.5

5.3

n o

2.4

2.3

2.0

2.5

2.6

2 2

2.4

n a

2.7

2.3

2.0

2.8

2.5

2.5

2.6

n o

2.0

2.2

2.7

2.3

1.9

2.5

2.5

2.5

1.9

2.7

2.0

2.3

2.4

2.2

1.9

2.5

2.2

n o

2.7

2.3

2.1

3.1

2.5

2.6

2.6

n a

3.1

2.9

2.8

3.4

3.3

3.1

3.0

n a

4.2

n a

4 2

n a n a

n a n a

4.5 5.4

3.5 L 4.5

n a 4.s

n a n a n a

n a n a n a

3.0 n o n a

n a n a

n a n a

4.1 5.3

n a n a

4.6 5.4

n a n a

n o n a

3 8 4.7

n a n a n a

2.9 3.9 4.9

n a 3.9 4.6

n a

--~~~-~~~~ ~~~~--~~~Pement Per Annum - Average For Quarter
~-~----Sh0rlTe| m---~-~---- -|nlermediaeTerm-

1 2 3 4 5 6 7 8 9 10
Federal Prime LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas.
Funds Bank Rate Paper Bills Bills Bills Notes Notes Notes
Rate Rate 3M0. 1M0. 3M0. 6M0. 1Yr. 2Yr. 5Yr. 10Yr.

H H 3.3 H 3.0 H 3.0 H 3.1 H 32 H 3.8 H H 3.6 H
H 3.2 3.0 H 3.0 H 3.1 H 2.9 2.7 3.3

2.6 2.8 3.0
2.7 2.8 3.0
2.5 2.9 3.2
2.7 2.7 2.9
2.7 3.0 3.1
2.7 2.7 2.8
2.6 2.6 2.8

na na na na na na na no
5.6 2.7 na 2.4 2.5 2.5 2.5 2.6
5.5 2.6 24 2.4 25 no 2.4 2.5
5.5 2.8 2.4 2.4 2.5 2.5 2.5 2.5
55 na na 2.3 25 2.6 2.8 2.6
na na na na na no na no na
5.5 na na no na no na no na
55 2.6 na 2.4 2.4 2.5 2.5 2.5 2.5

no na
2.6 na
2.6 2.4
na na
2.7 2.5

na 2.8 na na no
55 na na 2.4 2.1
55 2.6 2.5 2.5 2.5

na na no na no no
2.6 2.4 2.4 2.4 2.5
na na

na

na
na
na
3.9
na
na
na
na
na
na
na
na
4.6
na
na
3.4
na
3.5
na
na
3.1
4.0

na
2.4
2.2
2.5
2.7
2.4

na
1 .g
2.3
2.5
2.3
2.7
2.6
2.4

L L

L

L
L

na
1.5
2.2
1.4
2.2
2.1
2.4
2.1
1.9
2.0
2.0L

no
4.5
5.6
5.0
4.6
4 .7
4.3
4 .5
4.1

na
a.s
3.6
32
2.4
3.3

na
2.5
2.3
2.6
2.6
2.4
2.4
22
2.1
2.3

na
2.5
2.3
2.5
2.8
2.4
2.4
2.2
2.2
2.4

na
2.5
2.6
2.4
26
2.2
2.1
2.2

2.6
2.6
2.8
2.8
2.6
2.6
2.5
2.3
2.5

na
4.5
4.1
a.7
3.7
3.5
3.5
3.8

na
4.4
42
4.7
4.3
4.3
4.3
8.8
3.8
4.0

na
2.2
2.1
1.8
2.1
1.9
1.8
2.1
22
2.0
2.0
1.9
1.8
1.9

L

na
2.1
2.0
2.1
2.1
1.1

na
22

L 2.4
1.5

2.4
2.1
2.1
2.4
1.9
2.0
2.0
1.8
1.6
0.9

Avg. For
~QIr..

A.
Feds Adv
Fgn Econ
$ Index
112.5
113.9 H
na
na
na

109.0
103.8
109.6
108.8
na
na
na

108.8
na
na
na
na
97.4
na

110.0
na
no
na
na

110.6
na

102.0
na
na
na

105.0
112.0
na

108.9
107.0
108.4
113.2
na

106.0
na
na
na

105.0

2.0
1.6
1.4
2.5
1.3
1.9
2.2
2.3
1.9
1.7
1.5
23
1.5
1.9
1.7
2.0
2.6
2.1
1.7
23
1.9
1.7
1.2
2.2
2.0
2.1
2.0
0.0

1.8
1.5
1.8
1.7
1.3
1.6
1.4

2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.3
2.3
2.2
2.1
2.1
2.0
1.9
1.9
1 .7
1 .0

na
5.5
5.5
55
5.5
5.5
52
5.5
5.5
s.a
5.3
5.3
5.3
5.0
4.9
4.0
4.8
4.0

na
2.8
2.5
2.3
2.8
3.0
2.8
2.7
2.5
2.4
2.5
2.7
2.6
3.0
3.0
2.7
2.5
2.3
2.1
2.3
2.3
2.3
2.1
2.9
2.5
1.6

2.0
2.2
1.9
2.2
2.0
2.1
2.0
2.2
2.4
1.4

no
22
2.0
2.1
2.3
1.2

2.0
2.4
2.6
2.4
2.8
2.8
2.3
2.1
2.3
1 .9
22
2.1
22
2.0
2.5
2.3
1 .5

na na
2.3 2.1
2.1 2.0

L na na
2.1 1.5 L

L L 1.8 L 2.0 L L L L L L

na
3.5
na
na
na
3.7

no
4.0
8.9
4.5
4.2
4.3

3.1
2.9
3.5
3.2
3.1
2.8
2.7
2.s
2.7
2.7
2.6
2.5
3.3
3.0
2.3

na no
3.5 L 4.5
na na
3.7 4.s
3.6 4.7

L 3.9 5.4

Amherst Pierpont Securities
RDQ Economics
Scotiabank Group
Chmura Economics & Analytics
Moodys Analytics
MUFG Union Bank
Naroff Economic Advisors
MacroFin Andyiics & Rutgers Bus Schod
DePrince8- Assoc.
J.P. Morgan Chase
S&P Global
Swiss Re
Action Economics
AIG
Bank ot America Merrill Lynch
Barclays
BMO Capital Markets
BNP Paribas Americas
Comerica Bank
Daiwa Capital Markets America
Fannie Mae
GLC Financial Economics
Goldman Sachs a Co.
High Frequency Economics
Loomis. Sayles & Company
Mizuho Research Institute
NatWest Markets
Nomura Securities Inc.
Oxford Economics
PNC Financtd Services Corp.
The Northern Trust Company
TS Lombard
Wells Fargo
Regions Financial Corporation
Via Nova Investment Mgt.
Chase Wealth Management
Moodys Capital Markets Gror.p
Societe Gerrerde
Cycledata Corp.
Economist Intelligence Unit
Georgia Slate University
Grant Thomton!Diane Swordt
ACtMA Private Wealth

1.72.42.4 2.3 2.42.7 2.45.4 2.7 3.1 4.0 5.0 3.7 4.4 10a.02.5 2.1 2.1June Consensus 2.4

27 2.72.7 4.1 110.94.8 2.55.5 2.53.53.13.02.82.82.8 4.55.8 3.0

2.3

2.7

1.9

2.4

1.1

2.1

0.6

1.7

105.2

108.2

4.0

4.5

2.1

2.5

4.5

5.1

3.6

4.1

1.6

2.1

2.2

2.8

2.0

2.5

2.0

2.5

2.0

2.5

2.0

2.5

4.9

5.5

3.3

3.9

2.7

3.1

Top 10 Avg. 2.7

Bottom 10 Avg. 2.0

May Consensus 2.4

m  r f F h FrmAM h

5.0

27.0

10.0

11.0

23.0

6.0

a.0

24.0

11 .0

2.0

9.0

7.0

16.0

18.0

0.0

9.0

11.0

0.0

10.0

15.0

1 .0

7.0

17.0

2.0

8.0

26.0

3.0

15.0

24.0

0.0

18.0

19.0

0.0

14.0

23.0

1.0

8.0

25.0

0.0

12.0

20.0

2.0

14.0

22.0

1.0

70

17.0

1.0

9.0

21.0

1.0

8.0

29.0

0.0

58%44%53%64%26%28%3a°/1.40%43%31%26%33%38%32%38%37%39% 35%

Down 8.0

Same 35.0

Up 0.0

Difl usion Index 41%
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Third Quarter 2020
Interest Rate Forecasts Key Assumptions

Blue Chip

Financial Forecasts

Panel Members

n a

4.2

4.8

4.1

4.0

n a

2.7

2.7

2.6

2.5

n a

4.7

4.B

4.5

4.3

4.4

4.7

4.7

4.6

n a

2.8

2.6

2.7

2.6

2.5

2.8

2.6

2.7

n o

2.8

2.8

2.7

2.6

2.5

2.8

2.7

2.8

n a

2.4

1.9

2.6

2.2

2.4

n o

2.5

2.3

2.7

2 2

2 5

2.6

2 ]

n a

2.9

3.0

3.1

2.8

3.3

3.1

3.0

n a

2.4

2.0

2.7

2.0

2.5

2.5

2.7

n a

2.0

2.4

2 1

2.6

2.5

----~---~-~~~----~-Percent Per Annum - Average For 0uarter--~----~--~---~-~---
- - - - -~- - -~Shor1Term~~~--~-~- lntenmediateTerm~ -------L»0ngTenm~--~--

1 2 3 4 5 6 7 8 g 10 11 12 13 14 15
Federal Prime LIBOR Com. Treas. Treas. Treas. Treas. Treas. Treas. Treas. Aaa Baa Slate& Home
Funds Bank Rate Paper Bills Bills Bills Notes Notes Notes Bond Corp. Corp. Local Mlg.
Rate Rate 3M0. 1M0. 3M0. 6M0. 1Yr. 2Yr. 5Yr. l0Yr. 30Yr. Bond Bond Bonds Rate

H 6.3 H 3.4 H 3.2 H 3.2 H 33 H 3.4 H 3.4 H 3.6 H 3.8 H 4.2 H 5.0 H 6.1 H 4.8 H 5.5 H
6.0 3.0 2.9 2.9 3.0 3.1 2.9 3.1 3.1 3.3 4.1 52 4.1 4.8
6.0 3.2 3.0 3.0 3.1 3.0 2.8 3.1 3.4 3.6 4.5 5.3 4.2 5.1
5.8 na 2.6 2.8 2.9 s.0 3.3 na na
5.B 3.1 2.7 2.9 2.9 3.1 3.4 no na
5.8 3.0 2.5 2.9 3.1 3.2 3.8 6.1 H 3.9

us Sched 5.B 2.8 2.7 2.7 2.7 2.8 3.3 5.0 3.7
5.6 2.8 2.5 2.7 2.7 2.7 3.0 5.0 3.8
5.6 2.7 na 2.5 2.6 2.7 2.8 3.1 na na na
5.4 2.8 2.6 2.7 3.0 32 3.4 3.6 4.5 5.4 no
5.5 2.8 2.7 2.6 2.7 2.8 2.9 3.2 4.3 52 4.1
5.5 2.9 2.6 2.6 2.9 32 2.9 3.6 4.8 5.5 4.7
no na na no na no na no na na na na na no
5.5 2.6 2.4 2.4 2.5 no 2.4 2.5 2.7 3.5 4.5 54 na 4.6
5.5 2.8 2.4 2.4 2.5 25 2.5 2.5 2.5 3.0 3.5 L 45 3.9 3.9
5.5 na na 2.3 2.5 2.6 2.6 2.7 3.0 3.3 na 4.B na 4.6
na na na na na na na no na na na na na na
5.5 na na no na no na no na na
5.5 2.6 na 2.4 2.4 2.4 na na na 42
na na na na no no na na na
5.5 2.6 na 2.6 2.7 na na na 4.4
5.5 na na 1.9 2.0 na na na 4.0
na 2.8 na na no na na na 5.3
5.5 na na 2.4 2.1 na na na na
5.5 2.6 2.5 2.5 2.5 38 4.7 3.5 4.3

na na na na no na na na na no no
2.6 2.4 2.4 2.4 2.5 3.0 4.0 5.0 3.5 42

na no na 3.9 4.5 na
na na na

na 3.1
4.1
3.6

L

Avg. For --(00 % Change)-
~Qlr.~ -~~~-4SAAR)~~-

A. B. c. D.
Feds Adv GDP Com.
Fgn Econ Real Price Price
S Index GDP Index Index
113.0 2.5 2.7 H 3.0 H
108.0 2.4 1.a 3.0 H
113.9 2.6 2.4 2.4
na 1.7 1.7 2.2
na 2.0 1.7 2.0
na 0.7 1.5 2.2

109.8 1.6 2.0 2.1
100.5 1.2 L 1.5 1.6
na 1.4 2.5 2.4

112.0 3.0 2.0 2.6
109.2 2.0 22 2.8
na 2.7 1.9 2.2
no 1.8 2.4 2.5
na 1.7 1.8 1.8

108.8 2.8 2.4 2.4
na 1.6 2.5 2.5
na 1.8 2.0 1.8
na 2.0 2.2 2.2
na 1.8 1.9 2.0

97.2 L 1.8 1.2
na 2.4 2.0
na 1.7 2.8
na 2.0 2.1
na 1.9 2.8

110.5 1.4 2.3
no 1.5 na

101.0 2.1
na 13
no 1.7
na 1.G

105.0 1.9
1.8
0.8
1.5
22

L
L
L

L
L

H L

4.6
3.6
4.2
3.6
3.5
3.5
3.7
3.5

na
4 .5
5.7
4.5
5.3
4.7
4.3
4.5
4.7
4.5

na
3.6
3.2
2.4
3.2
3.5

na
2.2
2.0
1.9
2.1
1.8
1.8
2.1
2.2
2.0
1.9
1.9
1.8

na
I 10.0
108.7
106.0
1082
114.8
106.0

na
2.5
2.4
2.3
2.6
2.2
2.1
2.2
2.1
2.0

na
2.6
2.6
2.8
2.6
2.5
2.6
2.5
2.3
2.5
2.3
2.1

na
4.4
42
4.8
42
4.5
4.2
3.8
3.8
4.0
4.0
as

na
2.5
2.3
2.6
23
2.4
2.4
22
2.1
22
22
2.0

na
2.5
2.3
25
2.4
2.3
2.4
2.2
2.2
2.8
2.1
2.0

2.0
1.6
2.2
3.2
1.0
1.8
.1.2
1.9

no
na
no
no

105.0

2.1
2.5
1.6
2.1
2.1
1.9
2.2
2.0
2.1
2.0
1.1
1.7
1.8
1.6
1.7
2.1
1.5

2.4
22
2.5
2.4
2.2
2.3
2.1
2.1
2.3
2.0
2.0
1.8
1.6
0.8
0.4

3.2
2.9
3.6
3.0
2.8
2.8
2.7
2.5
2.6
2.6
2.5
2.8
3.3
2.9
2.0

1.8
2.3
2.5
2.3
2.7
2.3
2.1
2.0
2.2
1.9
2.1
2.1
2.0
2.0
2.1
1.6
0.9

na
2.0
2.4
2.7
2.4
2.9
2.3
2.1
2.0
2.3
1.9
2.1
22
2.0
2.0
2.4
2.0
1.0

na
4.6
4.0
3.9

na
5.5
5.5
5.5
5.5
5.5
5.5
5.4
5.5
5.3
5.3
52
5.0
4.9
5.0
4.8
3.9
3.5

3.1
2.9
2.9
2.8
2.7
2.7
2.6
2.6
2.6
2.6
2.5
2.5
2.5
2.5
2.4
2.4
24
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
2.4
23
2.3
2.3
2.2
2.1
2.0
1.9
1.9
1.6
0.8
0.5

na
2.5
2.5
2.8
2.4
3.0
2.8
2.8
2.5
2.4
2.5
2.8
2.6
3.1
2.6
2.3
2.4
2.3
2.1
2.2
2.3
2.1
2.4
2.9
2.4
1.2

L
na na no

na na na no na na na
na na 1.9 1.a 3.7 4.B na
1.2 L 0.7 L 1.1 1.5 3.5 L 4.7 na

L L 1.4 1.6 L 0.6 L 0.7 L L L L L 3.6 5.2 3.5
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MUFG Union Bank
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Economisl  l ntdtigence Uni t

Societe Generate

Georgia State Universi ty

Grant ThomtonlDiane Swonk

ACIMA Pri vate Weal th

H na
1.8
2.4

L 2.4
1.3 L

2.12.11.7107.74.43.75.04.03.12.72.52.42.42.42.32.42.65.42.3June Consensus

4.12.9 3.13.0 3.6 4.5 5.53.22.9 4.9 111.0 2.6 2.5 2.62.82.8s.e 2.8
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2.0

2.5

2.2

2.7

3.3

3.9
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I n t e r n a t i o n a l  I n t e r e s t  R a t e  A n d  F o r e i g n  E x c h a n g e  R a t e  F o r e c a s t s

United States
.

. M
Fed Fund Tar et Rate

In 3 Mo. In 12 Mo. In 12 Mo.In 3Mo.l@am

108 . 7
108 . 0

1 12.8
105 . 0

109 . 3
107 . 0

2.3a
2.25
2.38
2.48
2.38
2.38
2.38

2.38
2.25
2.38
271
2.13
2.38
2.38

2.3a
2.25
2.38
2.47
2.38
2.38
2.38

1 12.0110 . 0109 . 0

10 Yr. Gov t Bond Yield %
In 3 Mo. In 12 Mo.

2.60
2.50
2.60
2.50
2.68
2.48
2.45
2.57
2.65
2.30
2.60
2.54
2.68
2.30
2.59

108 . 6
109.0
108 . 0
109 . 1

1 0 9 . 9
1 12.8
105 . 0
107 . 7

2. 50
2. 30
2. 50
3. 23
2. 25
3. 00
2. 71
2. 95
2. 70
2. 75
2. 69
3. 23
2. 25
2. 78

2.60
2.60
2.45
2.60
2.92
2.50
2.60
2.61
2.8S
2.1 o
2.65
2.59
2.92
2.1 o
2.64

2.40
2.38
2.38
2.47
2.25
2.39

2.30
2.38
2.37
2.71
2.13
2.38

1 0 8 . 8
1 10.0
107 . 0
108 . 8

2.10
2.38
2.35
2.48
2.1o
2.36

Blue Chi Forecasters
Barclays
BMO Capital Markets
ING Financial Markets
IVizuho Research Institute
Moodys Analytics
Moodys Capital Markets
Northern Trust
Oxford Economics
Scotiabank
Ts Lombard
Wells Far o
June Consensus
High
Low
Last Months Avg.

Polic
In 3 MO.

Rate Balance Rate
In 12 MO. l naml ln iamal lr:lams1!lmn1m1=l

0.05
0.00-0.05

Ja an
1 o Yr. Gov t Bond Yield %In 3 MO.
0.05
0.00 0.000.05 0.05

o.oo
0.00
0.00
0.10

o.oo
o.oo
0.03
0.10

0.10
0.05
0.10
0.10

o.oo
o.oo
o.oo
0.01

-0.10
0.05
0.10
0.10

0.10
0.05
0.10
o.1o

0.00
0.02

0.00
0.10

o.1o
0.05

0.10
0.05

0.10
0.05

0.00
0.08

108.0
108.0
1 1 1 .4
108.0
108.0
1 13.8
110.3
1 12.0
108.0
110.3
108.0
1 o7.o

109.0
1 1 1.2
105.0
108.0
1 14.8
1 10.5
1 12.0
108.0
109.8
107.0
1 10.0

In 3 Mo.
110.0
1 o9.o
11155
110.0
109.0
113.1
110.0
110.0
109.0
110.7
108.0
109.00.15

0.10
-0.09

0.15
0.10
0.09
0.05
0.15
0.09

0.03
0.13
0.02
0.13
0.03
0.01

0.10
0.08
0.00
0.08
0.10
0.00

109.4
1 13.8
107.0
109.9

0.10
0.04
0.01
0.05
0.1 o
0.02

109.9
1 13.1
1oao
1 1 1 .o

109.6
114.8
105.0
109.7

0.15
0.10
0.09
0.05
0.15
0.09

0.05
0.15
0.09

Blue Chi Forecasters
Barclays
BMO Capital Markets
IHsMarkit
ING Financial Markets
lvizuho Research Institute
Moodys Analytics
Moodys Capital Markets
Nom ura Securities
Northern Trust
Oxford Economics
Scotiabank
TS Lombard
Wells Far o
June Consensus
High
Low
Last Months Avg.

United Kin~~dom
GBPIUSDOfficial Bank Rate

In 3 MO. In 12 MO. l l n an ml mn n s lr..*=l

0.75 1.100.75

10 Yr. Gilt Yields %
In 3 Mo.

1 .20
1.100.75

1 .25
1.10

1 .oo
0.85
0.50

1 .40
1.43
1 .10

1 .35
1.24
1 .10

o.75
o.7s
0.50

1 .50
1.73
1 .15

o.75
0.75
0.75

0.75
1.00

1 .20
1 .42

0.75
0.75

1.30
1.53

1.45
1 .75

0.75
1.00

1 .27
1 .25
1 .33
1 .31
1 .31
1.26
1 .44
1.30
1 .34
1 .40
1.20

1 .29
1 .34
1 .38
1 .39
1 .27
1 .52
1 .31
1 .38
1 .42
1 .zo

In 3 MO.
1 .29
1 .23
1 .32
1 .ze
1 .31
1 .27
1 .37
1 .28
1 .30
1 .37
1 .250.70

1 .30
1.20
1.70

0.90
1 .25

0.50
0.75
0.72
0.75
0.50
0.72

1.52
1.20
1.35

1 .44
1.2o
1 .31

0.50
1 .oo
0.79
1.00
0.50
0.83

1.53
0.70
1 .32

0.50
0.75
0.72
1 .oo
0.50
0.75

1.37
1.23
1.31

1.75
1.10
1.47

1.42
0.90
1 .27

Blue Chi Forecasters
Barclays
BMO Capital Markets
IHsMarkit
ING Financial Markets
Moodys Analytics
Moodys Capital Markets
Nom ura Securities
Northern Trus!
Oxibrd Economics
Scotiabank
TS Lombard
Wells Far o
June Consensus
High
Low
Last Months Avg.

us DICHF.
I I I Q In 12 Mo.

3Mo LIBOR Tar et Rate
In 3 Mo. In 12 Mo.

S w i t z e r l a n d
1 o yr . Gov\ Bond Yield %

In 3 Mo. In 12 Mo.mm

0.25
0.22

-0.45

0.25
0.10
0.43

0.75
0.71
0.75

0.75
0.71
0.75

O.75
o.7o
-0.75

0.25
0.10
0.40

0.30
0.12

0.10
0.15

0.20
0.06

0.75
0.75

0.75
0.50

0.75
0.75

o.7o
0.74
0.70
0.75
0.73

0.40
0.24
0.0G
O.43
0.18

0.70
0.G9
0.50
0.75
0.70

0.90
0.77
0.71
0.90
0.76

0.30
-0.13
0.15
0.40
0.10

0.30
0.27
o.12
O.4S
0.23

1 .02
0.98
0.94
1 .oo
0.92
1 .oo
0.99
0.98
1 .OO
0.98
1 .oz
0.92
0.99

1 .03
1 .02
0.97
1.03
1 .oo
0.96
1 .oo
1 .oo
0.96
1.00
1.oo
1 .03
0.96
1 .oo

In 3 Mo.
1 .03
1 .02
1 .oz
1 02
1 .oo
0.97
1 .01
1 .01
0.97
0.98
1 .oo
1 .03
0.971 .oo

Blue Chl Forecasters
Barclays
IHsMarkit
lNG Financial Markets
Moodys Analytics
Moodys Capital Markets
Nom ura Securities
Northam Trust
Oxford Economics
Scotiabank
TS Lom bard
June Consensus
High
Low
Last Months AVG

.
In 12 Mo.

C a n a d a
10 Yr. Gov t Bond Yield %

In 3 MO. In 12 Mo.
OIN MMkt Flnancln RateIn 3 MO. In 12 Mo. I H E

1 .801.851 .75 1 .751 .75 1 .75
1 .75
1 .84
1 .50

1.75
1 .97
1.65

1 .85
2.27
1 .65

1.75
2.09
1.25

1.75
1 .75
1 .75

1 .95
2.87
1 .63

1 .75
1.75

1 .75
1.75

1 .75
2.00

In 3 Mo.
1.33
1.34
1 .31
1.33
1.28
1 .35
1.33
1 .34
1.34
1 .30
1.30

1.34
1.29
1.26
1.24
1.37
1.31
1.32
1.32
1.25
1.3o

1 .34
1 .34
1 .29
1 .31
1 .27
1 .35
1 .32
1 .33
1 .33
1 .28
1 .301 .75

1 75
1.15
1 .75
1.75
1 .78

1.75
2.00
1.79
2.09
1.25
1.92

1 .so
1 75
1 .10
1 84
1 .50
1 .76

1 .80
1.84
1 .95
1 .so
1.85
1.80
1 .97
1 .60
1 .84

2.10
2.15
2.45
2.00
2.05
2.1 1
2.87
1.63
222

1 .90
1 .95
2.20
1 .40
1 .90
1 .89
2.27
1 .40
1 .92

1 .35
1 .28
1 .32

1 .35
1 .27
1.31

1.37
1.24
1.29

Blue Chi Forecasters
Barclays
BMO Capital Markets
lHsMarklt
ING Financial Markets
Moodys Analytics
Moodys Capital Markets
Nom ura Securities
Northern Trust
Oxford Economlcs
Scotiabank
TS Lombard
Wells Far o
June Consensus
High
Low
Last Months Avg
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International Interest Rate And Foreign Exchange Rate Forecasts

Australia
1 v v..v

recasters In  1 2  MO. In 12 1\/D.In 3MO.
ate
In 12 Nb.

c a as
In 3MO.

3 -
ln ianm

1.00
1.00
1.25

1.00
1.25
1.25

1.00
1.00
1.25

1.75
1.52
1.53

1.70
1.55
1.50

1.65
1.67
1.50

1.25
1.50

1.90
1.95

1.25
1.50

2.00
1.96

1.80
1.94

1.25
1.50

1.501.50 1 .25

1.50
1.00
1.50

1.50
1.00
1.46

1.30
1.65
1.95
1.30
1.94

1.90
1.78
2.00
1.52
2.15

1.50
1.68
1.94
1.50
1.94

In 3 Mo.
0.70
0.69
0.68
0.72
0.69
0.68
0.69
0.71
0.75
0.70
0.70
0.75
0.68
0.71

0.69
0.73
0.72
0.70
0.67
0.73
0.72
0.77
0.70
0.71
0.77
0.67
0.73

1.50
1.00
1.46

0.69
0.69
0.70
0.71
0.69
0.68
0.71
0.72
0.75
0.70
0.70
0.75
0.68
0.71

ue I
Barclays
IHsMarkit
ING Financial Markets
Moody/s Analytics
Moodys Capital Markets
Nomura Securities
Northern Trust
Oxford Economics
Scotiabank
TS Lombard
June Consensus
High
Low
Last Months Avg.

Euro area
va n e lnancln te

recasters
- 3 ! l i ? L ! 1 i ! -lmmmlmmrnlnunal

. .
lmlslnrnlrmmurmlnunral

0.00 0.000.00
1.08
1.12
1.11
1.15

1.13
1.11
1.17

1.08
1.12
1.12
1.100.00

0.00
0.00
0.00

0.00
0.00
0.00
0.00

0.00
0.00
0.06
0.00

0.00
0.25

0.00
0.00

0.00
0.00

1.12
1.10
1.18
1.14
1.16
1.20
1.14

1.12
1.11
1.15
1.13
1.15
1.19
1.12

1.22
1.10
1.25
1.16
1.19
1.22
1.140.50

0.20
-0.04
0.25
0.50
0.04

0.50
0.40
-0.10
0.00
0.50
0.10

1.11
1.25
1.10
1.17

0.70
0.40
0.12
0.00
0.70
0.12

1.13
1.19
1.08
1.13

1.14
1.20
1.08
1.13

ue I
Barclays
BMO Capital Markets
IHsmarkit
ING Financial Markets
Mizuho Research Institute
Moodys Analytics
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Nomura Securities
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Oxford Economics
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Last Months Avg.
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In 12 MO. In 3MO. In 12MO. In 3MO. In 12MO. In 3Mo. In 12Mo.

I
- -.MM wm! mum mum

0.15
0.00 0.00

In 3 Nb.
0.10
0.00

1.250.50 0.55 2.75 2.95 1.20 1 .302.950.55

2.20
2.85
3.44
3.44
2.14

1 .31
0. 85
1 .30

1 .30
0. 87

0.19
0.35
0.66
0.66
0.03

1.44
1.15
1.59
1.59
1.07

1.40
0.95
1.36
1.36
0.77

1.98
2.60
2.95
2.95
2.24

0.04
0.30
0.57
0.57
0.13

0.51
0.55
0.91
0.91
0.33

2.07
2.65
3.21
3.21
2.14

2.71
3.21
2.07
2.74

1.14
1.31
0.85
1.23

2.84
3.44
2.14
2.88

1.36
1.59
1.07
1.44

1.18
1 .40
0.77
1.28

0.41
0.66
0.03
0.47

0.05
0.48
0.05
0.21
0.21
0.30
0.25
0.11
0.48
0.30
0.17

0.34
0.57
0.04
0.40

0.00
0.27
0.10
0.15
0.15
0.20
0.15
0.06
0.27
0.20
0.11

2.58
2.95
1.98
2.63

0.10
0.84
0.15
0.44
0.44
0.00
0.45
0.30
0.84
0.00
0.33

Blue Chip Forecasters
Barclays
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ING Financial Markets
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Moodys Analytics
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O>dord Economics
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Wells  Far o
June Consensus
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Last Months A .

0.63
0.91
0.33
0.68

Consensus Forecasts Consensus Forecasts

Policy Rates vs U.S. Target Rate

I M MI In 3 Mo.
2.47
1.66
3.11
0.63
1 .09
2.48

2.26
1 .63
3.1 1
0.65
1 .14

-2.47

In 12 Nb.
2.45
1.57
3.06
0.57

-1 .12
2.41

Current
2.48
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3.13
0.63
0.88
2.38

Japan
United Kingdom
Switzerland
Canada
Australia
Euro area

2.59
1.35

-2.83
0.70

-0.94
-2.48
2.18
0.12
1.41

Japan
United Kingdom
Switzerland
Canada
Australia
Germany
France
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S an

10year  Bond Yields v s U.S. Yield

Current In 3 Nb. In 12 Nb.
2.39 2.55 2.67
1 .29 1 .34 1 .24
2.71 -2.81 -2.82
0.71 0.74 0.58
0.80 0.86 0.91
2.44 -2.48 2.39
2.04 2.20 2.06
0.23 0.04 0.15
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Viewpoints : A Sampling of Views on the Economy, Financial Markets and Government Policy
Excerpted from Recent Reports Issued by our Blue Chip Panel Members and Others

Company Views on the Return of the Trade War the 2018 tariff rounds. whereas the currency pair is roughly unchanged
this year.

Survey data released so far in May offer conflicting messages about the
impact of this month's trade war escalation with strength in the Philly
Fed (+8.lpt to +l 6.6 in May), Empire Fed (+7.7pt to +l 7.8) and Uni-
versity of Michigan Sentiment (+5.2pt to l02.4) measures but weak
ness in the Markit manufacturing and services PMIs.

Arc business trends inflecting one way or the other? And how will the
upcoming tariff round(s) be ditiercnt than the last?

Second. not only are the $200bn and $300bn tranches larger and
skewed more towards consumer goods than earlier rounds. US firms are
also more reliant on Chinese producers for each successive tranche. As
internet retailer Waylair noted last week, "If you want to buy a wood
sleigh bed manufactured in China, there's a wood sleigh but that looks
exactly like it manufactured in Vietnam and the price is not going to
change on the one from Vietnam." As tariffs are applied to increasingly
differentiated imports, the scope for diversion falls.

Relatedly. two academic studies analyzing US import producer, and
consumer prices bund that even the 2018 tariffs were paid entirely by
US businesses and households. In our transcript searches we also had
trouble finding examples otChincsc exporters paying the taritts (though
Wayfarer indicated the possibility for some categories).

To assess these questions we review company commentary over the last
three weeks on the impact o1 the stepup from 10% to 25% and the
rising risk of broad-based China tariffs. Specifically, we collect refer
ences to tariffs and China trade developments in the earnings transcripts
of all S&P 500 companies that have reported since May 5 (when the
25% tariff stepup was announced). To widen the net. we also include
the earnings calls and investor conferences of all consumer companies
and manufacturers within the Russell 1000 (also since May 5). The academic studies also found that the effects of tariffs have spilled

over noticeably to prices charged by non-Chinese producers of tariffed
goods, who appear to have opportunistically raised their prices. We
note that Summit last week suggested scope for domestic price spillo
vers in the cement market. Finally, one company (Stanley Black &
Decker) indicated the possibility that some price increases could remain
in place even in the event that tariffs are removed consistent with our
own baseline view.

Taken together, these considerations increase our conviction that the
upcoming tariff round(s) will meaningfully boost consumer prices.

High expected passthrough rates and related corporate margin com
mentary suggest the direct effect on US corporate profits will likely be
negative but manageable. Industrials in particular generally believe they
will be able to offset these tariffs.

While hardly uniform. company commentary in recent weeks offers
reason to doubt the positive message from the early-month surveys.
Ovcr the last two weeks. bur major US manufacturing firms have high-
lighted the importance of trade developments for Chinese demand (Em
erson Electric Agilent Technologies Microchip Technology Inc.,
Lindc). And Union Pacific views tariff resolution as an important factor
in the US rail freight outlook. Additionally several US firms arc lower-
ing production or inventory accumulation because of the trade war
(Decrc & Company, the industrial and housing/appliance customers of
Microchip Technology Inc. and Ralph Lauren). Emerson Electric also
noted that the trade war may have boosted inventories in the winter
(which now must be drawn down). Taken together. these considerations
increase the likelihood of a drag from the inventory cycle in Q2 and
possibly H2.

Several other companies have also highlighted a minimal or manageable
impact on margins (International Flavors & Fragrances Gates Industri-
al. Grainger Worldwide. VF Corp). US firms also appear increasingly
focused on supply chain diversificaltion (optionality to source outside
China) including Target Macy's, Ralph Lauren, Urban Outfitters.
Keurig Dr. Pepper, and some of the UPS customer base. That being
said we did not find any references this month to moving production
back to the US.

From a manufacturing demand perspective, the news is not all negative,
as Becton Dickinson (medical equipment) reiterated confidence in Chi-
na revenue growth expectations on May 9. and on May 7 KLA-Tencor
(high-tech business equipment) assessed a waning drag From uncertain
ty effects on Chinese demand. Also, Air Lease (commercial aircraft
leasing) reiterated that it has yet to see any impact from recent trade war
headlines. We also found no new examples of finns reducing capex or
employment Oll account of tariff developments. And unsurprisingly,
firms that have relatively less exposure to China in the first place also
highlighted their insulation from these developments (including Vena
tor, Summit W.R. Grace, PPG Industries, and Coty).

Our recently increased estimate of the inflation impact of tariffs implies
a larger hit to real income and consequently a larger drag on GDP
growth. Even so. our estimate of the growth impact in our baseline sce-
nario remains Fairly modest. with a peak drag on the level of GDP of
0.2% by the end of 2019. But if the trade war escalates further the in-
flation impact would likely become quite large (potentially 0.50.9pp)
and our reading of the company transcripts increases our conviction in
this view.

Spencer Hill (Goldman Sachs Economics Research New York. NY)

In terms of the US consumer, we do not find examples of incremental
weakness this month. However retailers and consumer goods producers
generally expect the burden of the upcoming tariffs to fall on consum-
ers. Despite plans to partially offset them via cost reduction initiatives
and sourcing changes. retailers including Walmart. Target Macy's and
Wayfair all expect higher consumer prices.

Trade Talks Take A Detour
In Pact, we see multiple reasons to expect higher pass through rates on
the upcoming rounds of tariffs on Chinese imports (relative to those of
201 x). In geometry we're taught that the shortest distance from A to B is a

straight line. In economics everything is described by a curve. And in
political science, we learn that policymaking can be a long and winding
road.

First, company commentary indicates that the First lopp tariff on
$200bn of Chinese goods was easier to absorb. Several firms indicate
that the step-up from 10% to 25% will have a larger incremental impact
on consumer prices (et. that the marginal impact will be more than
l.5x as large) and/or company margins. This may reflect the limited
number of costsaving levers in the short-term. Dollar appreciation vs.
the yuan last year may have also mitigated the consumer price impact of

Trade negotiations between China and the United States took a sudden
turn last week. when the White House announced new tariffs. China
responded early this week with countermeasures. These provocations
came as a rude awakening alter three months of negotiations that
seemed to be on the brink of success.
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hard line. And secondly political capital is most valuable when ac-
crued close to Election Day.

While abrupt, the reversal of course was not altogether unexpected. As
we noted several weeks ago trade negotiations are difficult and ratifi-
cation of agreements can be more so. The issues being discussed are
complex and they are part of a large. complicated economic and strate-
gic relationship between the two countries. Consensus is still possible,
but it may take longer to reach. The consequences of delay for the
global economy could be substantial.

As the two titans battle it out, a series of other countries are caught in
the middle. Emerging Asian economies that supply China are seeing
orders cut Australia. which sells China raw materials and takes in its
tourists, may be at risk for its first recession in 28 years. And Germany,
as we covered in a recent note, may be facing new hurdles.

Last week the United States increased tariffs on $200 billion of import
ed goods from China and threatened to extend the tariffs to an addition-
al $325 billion of products. The new measures were prompted by alle-
gations that China had retreated From commitments made during
negotiations. China has denied this assertion and has retaliated by
increasing tariffs on $60 billion in goods imported from the U.S.

At the moment, the rhetoric between China and the United States has
gotten sharper. The provocation now includes U.S. restrictions on the
purchase of Huawei telecommunications equipment a blow to one of
China's national champions. The next key milepost in the process is
the G-20 meeting in Japan at the end of lune. Presidents Trump and Xi
will both be in attendance, they have shared productive conversations
during past encounters. Further and more fruitful discussions could be
initiated at that time.

A review of how tariffs operate is in order. Counter to popular belief
the target country's government does not pay the tariff: it is paid by
domestic importers from that country. In the short-term this prompts
importers to do one (or a combination of) three things: 1) Ask their
Chinese supplier for a price concession to offset the tariff 2) Pass the
cost along to consumers. 3) Absorb the tariff in their profit margins.

There is a Chinese proverb that at the 90th mile in a 100 mile journey
you are only halfway there. The last miles on the road to trade peace
may be difficult to traverse, but things should be fine as long as the
destination remains in sight. Nonetheless, the risk has risen of a sus-
tained Uturn that would cause deeper and more widespread economic
damage.

As a result of these effects, the tariff is a kind of tax largely paid by U.S.
consumers and shareholders. But American negotiators feel that the
current backdrop of strong economic growth and stTong markets mean
these costs can be absorbed comfortably.

Carl R. Tzmnenlzaum. Rvun James Eoyle. Vaibhav Tand(m
(Northern Trust. Chicago IL)

Trade Escalat ion Threatens Investment
Over the longer term tariffs may cause consumers to shift away from
Chinese products. and U.S. firms to shiN supply chains to reduce reli-
ance on China. Whereas a 10% tariff may not have been enough to
prompt this reorientation a 25% tariff might be. This is why economic
projections show that the new measures will hit China much harder than
the United States.

Fears about a prolonged trade battle between China and the United
States flared this week. with both sides appearing to dig in. We main-
tain our view that the direct impact o1an-all out trade war between the
two nations would have a minimal impact on the U.S. economy. After
all exports to China account for less than l% of GDP. Thc indirect
effects. however stand to be more pronounced. and need not wait br a
frill-blown trade war to ensue.

American negotiators have been betting that the Chinese economy
would not be able to withstand an extended trade conflict. While Chi-
nas dependence on exports has fallen during the past five years, it still
relics on overseas sales to a greater degree than docs the United States.
The increase in tariff rates and the potential tor them to spread to a
broader community of products will further the discomfort faced by
Chinese producers and make it more difficult for them to compete in
U.S. markets.

The uncertainty alone about trade relations stands to weigh on growth.
The lack of clarity on input costs, and how competitive exports may be
amid possible retaliatory tariffs-if allowed to be exported at all-are
likely to lead some businesses to delay investment decisions. Tamped
down expectations for growth, as disposable income weakens under the
weight of tariffS could [Luther lead businesses to curtail investment.

Could merely the tear of a trade war send the U.S. economy into a rc-
cession? Wc shocked our macroeconomic model and found it would
take about a 15% decline in real investment to send the U.S. economy
into a mild recession. To put that in perspective at the nadir of the 2001
recession, which was considered to be brought about by imbalances in
the business sector investment fell only l 1% yearover-year.

China's tinaneial condition has become more tenuous during the past
decade. Total debt as a percentage of gross domestic product has dou-
bled in the past decade and credit losses are increasing. Chinese Presi
dent Xi Jinping has recently highlighted the importance of financial
stability. In 2017, the government took steps to curb credit, trading
strength for stability and causing growth to moderate. That moderation
has been extended by uncertainty over trade conditions, which has tak
en a bite out of both production and consumption.

How likely is a 15% decline in investment at the moment" Through
April, business capex plans were holding up rather well while residen-
tial investment stands to be relatively insulated from the trade issues.

China has the means to buffer the impact of the trade war and has been
using them effectively. Credit has been cased and the government is
spending strategically to sustain economic growth. But the impact of
the escalation in trade tension has already been reflected in the value of
the Chinese currency and in the level of Chinese equity markets. Chi-
ncsc shares have lost l 0% of their value over the past month. Any fur-
thcr deterioration could cause further damage to consumer and business
confidence.

To some extent, our model overstates the hit to investment that would
sink the economy into a recession. Presumably if businesses are delay-
ing an expansion or equipment purchase. they would also be thinking
twice about hiring more workers. Slowcr hiring would weigh on income
growth and in turn consumer spending. More immediately the negative
implications of an extended trade war would contribute to tighter finan-
cial conditions as we saw this week with the riskoff tone in financial
markets.

Wells Fargo Securities Economics Group (Clmrlotfe. NC)

China has been expecting political considerations to lead the U.S. to
conclude an agreement. The government believed President Trump
wanted to make a deal in order to demonstrate progress on his foreign
policy program. This may have been a miscalculation on two fronts.
First, the White House seems to be scoring political points by taking a
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Long-Range Survey:
The table below contains the results of our twice-annual long-range CONSENSUS survey. Thcrc arc also Top 10 and Bottom 10 averages for each
variable. Shown are consensus estimates for the years 2021 through 2025 and averages for the fiveycar periods 202 I 2025 and 2026-2030. Apply
these projections cautiously. Fcw if any economic demographic and political forces can be evaluated accurately over such long time spans.

I. Federal Funds Rate

Fi weYear Averages
20212025 20262030

2.6
3.3
L8
5.62. Prime Rate

2.8
3.4
2.1
5.7
6.2
5.1

3. LIBOR. 3Mo.

6.3
4.9
2.9
3.5
2.2

4. Commercial Paper. IMo.

3.0
3.6
2.5
2.9
3.4

2.7
3.3
2.2

5. Treasury Bill Yield 3Mo.
2.4
2.8
3.4
2. l
2.96. Treasury Bill Yield 6Mo.

7. Treasury Bill Yield IYr.

8. Treasury Note Yield. 2Yr.

10. Treasury Note Yield. 5Yr.

I l. Treasury Note Yield I0Yr.

12. Treasury Bond Yield. 30Yr.

3.8
2.3
3.3
4.1
2.4
3.4
4.4
2.6
3.8
4.8
2.9

13. Corporate Aaa Bond Yield

13. Corporate Baa Bond Yield

5.6
4.0
5.8
6.8
4.8

14. State & Local Bonds Yield

IS. lome Mortgage Rate

2025
2.8
3.4
2.2
5.8
6.4
5.3
3.0
3.6
2.5
2.9
3.5
2.4
2.8
3.4
2.2
2.9
3.5
2.4
3.0
3.7
2.4
3.1
3.8
2.4
3.3
4.0
2.5
3.4
4.2
2.6
3.8
4.6
2.9
4.8
5.5
4.0
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6.7
4.8
4.3
5.0
3.6
5.0
5.8
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2021
2.4
3. l
1.5
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6.1
4.6
2.7
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2. I
2.5
3. l
2.0
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1.5
2.4
3. I
1.7
2.5
3.3
1.8
2.6
3.3
L 8
2.8
3.5
2.0
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3.6
2.3
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5.0
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4.0
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2.8
3.6
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3.4
2.0
2.5
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1.7
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3.5
1.8
2.8
3.6
2.0
2.9
3.7
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4.0
2.2
3.3
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4.5
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4.7
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3.9
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6.6
4.7
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5.0
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4.9
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4.0
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3.6
5.0
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A. Feds AFE Nominal $ Index
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Top IO Average
Bottom 10 Average
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Top 10 Average
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B. Real GDP

C. GDP Chained Price Index
>  7

1.9
2.3
1.5
2.1
2.4
1.8

D. Consumer Fries Index

................ Average For the Year . .
2022 2024
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2.5 2.9
3.3 3.5
1.7 2.2
2.6 3.0
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110.8 110.5 110.9 llo.8 110.6
106.6 105.8 104.9 104.6 103.6
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Databank:

Nov DecM ar OctJulJunJan Aug SepMay
2019 Histor ical  Data
Monthly Indicator Ap r
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Consumer Credit (e)
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Household Employment (e)
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Unemployment Rate (%)
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Producer Frice Index (nsa. d)
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3Mo. Treasury Bill Rate (%)
I0Year Treasury Note Yield (%)
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Nonfarm Payroll Employment (c)
Unemployment Rate (%)
Average Hourly Earnings (All. cur. $)
Average Workweek (All hrs.)
Industrial Production (d)
Capacity Utilization (%)
ISM Manufacturing Index (g)
ISM Nonmanufacturing Index (g)
Housing Starts (b)
Housing Permits (b)
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CPI ex. Food and Energy (nsa cl)
Producer Pricc Index (nsa d)
Durable Goods Orders (a)
Leading Economic Indicators (a)
Balance olTrade & Services (I)
Federal Funds Rate (%)
3Mo. Treasury Bill Rate (%)
I0Year Treasury Note Yield (%)
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.16 l BLUE CHIP FINANCIAL FORECASTS JUNE l 2019

Calendar of Upcoming Economic Data Releases

Tuesda Thursda FridaWednesdav
4 5 7

Monde
J une 3
Construction (Apr)
ISM Manufacturing (May)
INSMarkit Mfg PMI (May)

Manufacturers Shipments.
Inventories & Orders (Apr)

ISM New York (May)

Employment Situation (May)
Wholesale Trade (Apr)
Treasury Auction Allotments
(May)

Consumer Credit (Apr)
Livingston Survey (Jun)

ADP Employment Report international Trade
(May) (Apr & Revisions)

ISM Noninanufacturing (May) Productivity & Costs (QI)
INSMarkit Services PMl(lvlay) QSS (Ql)
QFR (Ql) Public Debt (May)
Help Wanted OnLine (May) Challenger Employment Report
EIA Crude Oil Stocks (May)
Mortgage Applications Z.l Financial Accounts (QI )

Weekly Jobless Claims
Weekly Money Supply

1 0 1 31 21 1 1 4
J()LTS (Apr)
Kansas City Financial Stress

Index (May)

Import 8: Export Prices (May)
Weekly Jobless Claims
Weekly Money Supply

Producer Prices (May)
Manpower Survey (Q3 )
NFIB (May)
Kansas City Fed Labor Market
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global trade, as the fundamentals appear
sufficiently sound to prevent 8 recession
this year. But progress will be more labored
than in 2018, especially if the trade dispute
intensifies, and new levies and counter
measures are imposed. These are the sorts
of international trade risks our economy
hasn't faced since the 1930s. In a worsening
trade backdrop, business investmentwoudd
suffer, industrial production would falter,
retail sales would slow, and the jobless rate
(now at a half-centurylow) would rise.The
recent frenetic action on Wall Street-in
which sharp up and down moves have oc-
curred on a regular basis-highlights what
we sense are economic risks.

The spring warm up, of ten an annual
ritual for our economy, may not take
place this year. In part, that is because the
first three months 0f"2019 brought jump
in exports and a surge in inventories, two
trends that helped propel GDP growth
forward by a solid32%. In all, this strength
was consistent with the average level of
growth posted in the final three quarters
of2018. However, this early surge may be
unsustainable, as the gains in exports and
inventories likely will reverse, especially
with a trade war with China now raging.
Also, there's no assurance consumer spend-
ing will pick up the slack. Such outlays
slowed last quarter, and April brought a
0.2% drop in retail sales. Additionally, our
deteriorating trade relations with China
will exact a toll. The question is just how
severe that toll will be. For now, we sense
the respective sides will work towards a
détente of some sort. However, enough
hard feelings may persist to prevent 8. full
meeting of the minds.

As for the coming quarters, growth should
slow, beginning with the current three
months. On balance, the U.S. economic
outlook is healthy, with several supportive
barometers in place. Specifically, the gross
domestic product is likely to advance by an
average of2.0%-2.5% over the rest of2019.
Industrial activity, consumer expenditures,
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Meantime, the economy should press
ahead in 2019 even without progress on
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Cantinuedf.om./ onf cover dates on advances, they do not go on for-
ever, especially ina fragile world, in which
sudden change is a way of life.

trial production-are additional concerns.
Conversely, the delay in Brexit should
remove near-term uncertainty on the
Continent. Overall, we think our economy
is still in a sweet spot.

SOME SPECIFICS

housing, and employment also should
show selective improvement, although
none may accelerate materially. That is
normal in the extended phase of a long
upturn. Also, there is not much in the way
of inflation in place (aside from the recent
rise in oil prices), so the Federal Reserve,
which is inflation-driven, is likely to follow
a patient, stable course with respect to
interest rates. In sum, this is a Goldilocks
economy, and one that figures to meet with
approval on Wall Street.

Economic Growth:The nation's economy
finally hit its stride last year, with growth
averaging better than 3% during the final
nine months of 2018. This strength then
persisted during the normally seasonally
weak opening stanza this year, with GDP
gaining a surprisingly strong3.2% (Chart
1). The latest quarter, as noted, was sup-
ported by gains in exports and inventories.
Decelerations in personal consumption
expenditures and nonresidential fixed in-
vestment tempered the increase somewhat.
Now, with some backtracldng in exports
and inventories likely, and with inconsis-
tencies in retail spending (Chart 2) and
business investment, growth could take a
step back in the current quarter, with the
prospective GDP advance perhaps limited
to 2.0%-25%.

In flation: Core consumer price inflation
(that is price changes excluding the volatile
bod and energy components) slowed in
the first quarter.That deceleration has been
pivotal in dissuading the Federal Reserve
from raising interest rates this year. In all,
inmation is again a major variable in the
Fed's policy formulation. Indeed, as core
inmation is now below the Fed's 2% target,
we think there is little chance the federal
funds rate will rise near term; it is possible,
instead, that we'lI see a late-2019 reduction
in rates. Looking further out, the pace of
price growth may steady or ease modesdy
in 2020. Indeed, with GDP likely to slow
further, it's possible the federal funds rate
could edge below current levels. Thereafter,
with the economy continuing to decelerate,
our model sees inflation and interest rates
changing little. True, rising deficits and
an uncertain trade outlook threaten the
inmation outlook longer term, But absent
serious wage and commodity price escala-
tion, inf lation should remain muted over
our projection period (Chart 3).

For now, we think the expansion can last
into the next decade, with a deceleration
in growth, but not a recession, in 2020.
Our forecast holds that the economy will
press ahead by about 2% next year. Our
intermediate-term model assumes the Fed
will either hold the line on interest rates or
reduce them cautiously, as growth slows.
We also see inflation remaining under con-
trol, and expect some light at the end of the
long trade tunnel with China. Looldng out
further, we project additional slowing on
the business side. A recession is possible,
ofcourse, but a more likely scenario is that
we suffer no more than a briefpause, as the
conditions needed to bring about the end
of this expansion (i.e., commodity short-
ages, rising inflation, or evolving deflation)
are not at hand.

Thereafter, things get murkier, in part, due
to our trade war with China. Will that dis-
pute defy a quick resolution, as some con-
tend, or will a détente be forged as others
suggest once the costs of allowing things
to tester become apparent? Then, there's
our decision to delay the implementation
of tariffs by up to six months on autos,
a move that will help our trade relations
with Europe and Japan. That action, plus
recent trade progress with Canada and
Mexico, figures to act as an offset to the
dour news out of China. On the whole,
our economy should continue to grow in
the second half but at a restrained pace of
just over 2%.

InterestRates: After a succession ofinter-
est rate increases last year and expectations
for more of the same in 2019, the Federal
Reserve has done an about face, as it has
voted to hold the line on the federal funds
rate target through this year's first three
Federal Open Market Committee meet-
ings. Moreover, there is reason to believe
the bank will stand pat on rates during the
five remaining 2019 FO M C meetings.
Our view reflects various factors: First,
Fed Chairjerome Powell has consistendy
emphasized the bank's patient stance, that
is, a reluctance to change interest-rate
policy at this time. Then, too, there is the
cooler global economy, highlighted by
weakening demand in China and across
parts ofEurope. Also, there are die uncer-
tainties posed by Brexit, which eventually
will need addressing. Finally, there is the
emergence ofbelow-target inflation and a
flattening in die Treasury bond yield curve .
In this latter case, which often is suggestive
of a slowdown in the economy, investors

Moderating GDP increases are likely
in 2020, with growth projected to occa-
sionally come in below 2%, and further
slowing, into the 1.5%-1.8% range from
2021 through 2022-2024. Our forecast
precludes 21 recession, but does allow for
a brief decline in GDP After all, the eco-
nomic expansion will be a decade old this
summer, and while there are no expiration

Our economic model incorporates as-
sumptions and risks.Domestically, we see
inconsistencies ahead, with the expansion
typically taking three steps forward and
two steps backward.To wit, recent months
have seen good news on job growth, un-
employment, consumer confidence, and,
most recently, housing starts, but surprise
declines in retail sales, industrial produc-
tion, and factory utilization. Still, growth
in incomes, favorable financial conditions,
and the recent gains in housing should
help provide support as 2019 progresses.
An accommodative Federal Reserve
provides additional support. Of course,
some risks to the outlook have not abated,
with our trade standoff with China still a
key concern. That nation's own economic
travails-ihcluding a slowdown in indus-
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Meanwhile, records again have been set by

the S&P 500, a broader-based benchmark,

and the NASDAQ,which is home to some

of the highest-prof i le technology names.

per formanc e thi s per iod,  f ollowed by  a

modest gain in the thi rd quar ter ,  and a

solid r ise in the f inal three months of this

year.  We would expect additional modest

strides in 2020 and through the early years

of the next decade.

opt for  shorter  debt matur i ties due to the

uncer tainty  of  such a backdrop.  Looking

fur ther  out,  we think the Fed could lower

rates late this year  or  in 2020.  Low bor-

rowing costs should persist into early next

decade (Char t  4).

THE STOCK MARKET

No w , the question is where do we go from

here?The stock market, with a price-earn-

ings multiple of16.9 is certainly not cheap.

However,  wi th the fundamentals sti ll sup-

portive, that is with the economy projected

to continue growing modestly  (espec ially

i f  we see a lessening in global trade ten-

sions), with inflation likely to remain under

c ontr ol,  and wi th the Feder al Reser ve

seemingly  on board wi th accommodative

interest- rate poli c ies,  the market i s not

overly expensive either. As such, and with

the continuing tendency  to buy  the dips,

we could see further progress by equities

in the months to come.

The long economic  expansion has been

c onsistent,  i f  uninspi r ing;  inf lation has

been muted; interest rates have stayed low,

but with occasional increases; and prof i t

growth has been steady. I f  this backdrop

has been consistent, it also has been unex-

c i ting.  But that is likely  what has helped

the stock market fashion an unprecedented

decade- longjoyr ide.  In truth,  W all Street

doesn't like surprises or excesses, and this

economy has had few of either. As for the

market,  the Dowjones Industr ial Average,

which peaked above 14,000 last decade,

and would fall to just over 6,000 in the bear

market of  2007-2009,  would come roar -

Ing back and shatter  record after  record,

soaring to just under27,000 last fall. It has

threatened to top that level on several oc-

casions in2019 only to fall back each time.

Conc lus ion : W e think the accumulation

of quali ty  stocks, with growing dividends,

is a prudent investment approach at this

time. Please refer to the inside back cover

of Se/ertion 89° Opinion for our statistically-
based Asset Allocation Model's current
r eadi ng.  l

Cor por atePr ofit s: As we go to press, more

than 90% of the S&P500 companies have

reported results for  the f i rst quarter  and,

to date, 76% had posted positive earnings

surpr ises,  which is above the f i ve-year

average of 72%; 59% have done so on the

revenue line. In all,  profits were fair ly  Hat

for the quarter. However, that is a marked

improvement f rom the 4% drop that was

expected before reporting season began.

Still, if the current Hattish trend is the final

verdict,  or i f  there is an actual decline, i t

would be the poorest showing since the

sec ond quar ter  of2016.  Looking at the

current quarter,  downward prof i t estimate

revisions outweigh positive adjustments by

about four to one.That said, industry ana-

lysts, on average, have made smaller cuts to

their second-quarter earnings projections

than in most other recent quarters. All told,

analysts look for another unprepossessing

Gross Dories t i c  Product Consulnelr and Producer Price Indexes
Chart 3
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Model Portfolios: Recent Developments

PORTFOLIO I AAPL and INTC shares are trading at
compelling valuations, even if we assume
a sizable trade-related earnings hit.

Meanwhile, the shares of Portfolio II
holding Lowell Companies fell sharply after
the retailer reported much lower-than-
expected earnings for its April quarter. Sur-
prisingly, weather-related weakness was
not the problem, as salesjumped2.2% year
over year, helped by a 3.5% gain in same-
store sales. Gross margins, however, de-
clined 165 basis points year over year, hurt
by cost pressures and transition expenses
within its merchandising organization.

In the meantime, not all four holdings
are faltering, highlighting again the im-
portance of portfolio diversity. Indeed,
money seems to be rotating into more
domestic-oriented, defensive names, from
Hormel/to Re/Jublic Services.And attractive
dividend yields look to be catching the
eyes of jittery investors, which has been
good news for a stock like Altria Group.
We are making no changes to Portfolio
III this week.

PORTFOLIO IV

Portfolio I selection Home Depot recently
reported results for its fiscal first quarter
(ended May 5, 2019). The top line in-
creased 6%, to $26.4 billion. However,
comparable-store sales growth of 2.5%
did not meet consensus expectations. Bad
weather during the recent quarter and
an extra week in the prior-year period
made for a challenging same-store sales
comparison. Despite this, earnings per
share of $2.27 surpassed our estimate and
represented a gain of9% from the year-ago
figure. We remain optimistic about the
company's long-term prospects, though
near-term growth may well be muted.
We'Il continue to closely monitor develop-
ments here in the coming quarters.

Looking ahead, Lower is now guiding
2019 share earnings to a range of S5.4S-
$5.65, down from its previous range of
$6.00 to $6.10. All told, the company is
early in a restructuring program; its initial
outlook had been too optimistic.We think
its new, lowered expectations for 20-50
basis points of operating margin expansion
by year end is achievable. Although the
earnings miss is disappointing, we remain
constructive on LOWstock.

PORTFOLIO III

Elsewhere,Medtronic also has reported
its quarterly results. The company posted
sides of$8.146 billion for the fourth quar-
ter offiscal201 8 (ended April 26, 2019),
roughly flat compared with the prior-year
period. Adjusted earnings per share came
in at $1.54, an 8% improvement from the
year-ago level. For full-fiscal 2018, sales
and share earnings increased 2% and 9%,
respectively. Looking forward, the com-
pany expects revenue growth to accelerate
in the current f iscal year, supported by
a number of major product launches.
Adjusted earnings per share are likely to
range between $5.44 and $5.50 for fiscal
2019, which would be an increase of 4%
to 5%.

We are making no changes to Portfolio I
this week

May has been a challenging month for
Portfolio III and the broader indices. Our
group had been chugging along through
the end of April, led by particularly strong
showings from the likes of CoStar Group,
Facebook, and PVTICoro. ButMay has seen
an escalation in trade tensions between the
U.S. and China, with both sides promising
more tit-for-tat tariffs.This development
threatens to undermine global growth and
hamper companies that do a lot ofbusiness
in that critical Asia/Pacific country As it
stands, negotiations appear to have broken
down, signaling that the dispute could well
last for some time.

The U.S. stock market has not fared well
over the past few weeks. Investors have
become increasingly worried that trade
relations with China will remain strained
for some time. PortfOlio IV, which is aimed
at income-oriented investors, has not been
immune to the broader market weakness.
There have been notable declines among
technology, industrial, and basic materials
issues. This explains the recent pullback
in shares of Ir1teL Czzferpi//ar, and Easing.
While sentiment has soured on these
names, it remains to be determined the
degree to which the trade spat will hurt
profits. Certainly, for investors with long-
term horizons, it is more than likely that a
recovery will materialize. In addition, we
don't envision the current standoffwill ne-
cessitate a reduction in dividend payouts. A
clearer picture should emerge when these
businesses deliver their second-quarter
numbers and provide guidance for the
second halfof2019.

PORTFOLIO II
We are making no changes to Portfolio
II this week. The equity markets have
become more volatile in recent weeks
amid rising concerns about the direction
of trade talks between the United States
and China. Our holdings have not been
immune to the resulting pullback. Looking
ahead, we think the U.S.'s recent imposi-
tion of additional tariffs on goods out of
China will be net in kind by that nation.
Longer term, we think the dispute will be
resolved and that tariffs will be removed
or lessened.

Meanwhile, capital continues to flow into
companies with solid domestic underpin-
nings, such as telecoms, financial institu-
tions, and service-oriented companies. In
Portfolio IV, shares ofAT€9°Thave firmed,
as investors may be feeling better about the
integration of the Time Warner purchase.
Too, shares ofBlackrtone Grozqn have picked
up. In addition to solid operations, Wall
Street seems optimistic about a planned
changed from a limited partnership to a
corporation. We are not making any trades
in Portfolio IV this week. I

Against this volatile backdrop, our tech
heavyweights, most notably Apple and
Intel,continue to be among the market's
biggest losers.That's because these compa-
nies stand to see their bottom lines shrink
if vast revenue opportunities in China
cannot be realized. Nonetheless, given
the lon8-term focus of this portfolio, we
intend to maintain our positions in these
beaten-down names, at least for now.
While operating conditions may worsen
over the next few months, things ought to
stabilize over a broader time frame. Plus,
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PORTFOLIO I:  STOCKS WITH ABOVE-AVERAGEYEAR~AHEAD PRICE POTENTIAL

Primarily suitable for more aggressive investors

Recent

Pri ce Yield"/oTimel inessTi cker BetaP/ECompany

Ratings &

Reports

Page Safety

Financial

Strength Industry Name

2

2

2

2

2

2

2

1

B+

A++

A++

A+

A

A

A

B44

A+

A++

B H

B+

A

B H

A++

B44

A++

B+

A

A

3

1

1

1

1

1

1

2

1

1

3

3

2

3

1

2

1

3

2

1

974

2638

2541

2544

1987

25B2

1914

388

987

1140

440

807

1012

2126

184

957

1980

359

444

792

1.05

1.05

1.05

0.95

0.80

0.95

0.75

0.80

0.90

1.05

1.05

0.95

0.90

1.20

0.85

1.00

0.75

1.05

1.10

1.00

1

2

2

1

2

2

2

1

1

2

2

2

9.4

21.7

14.4

20.0

28.5

20.7

15.5

10.2

15.9

19.0

22.5

21.1

31.1

10.1

16.3

19.4

22.3

25.0

24.0

12.2

1.4

N11

1.4

1.0

1.3

2.1

3.8

0.9

3.1

2.8

Nil

Nil

1.0

1.0

2.4

1.5

3.0

2.9

1.1

3.0

44.03

1149.63

120.55

180.35

52.68

83.85

52.39

35.41

99.81

181.45

58.43

t34.57

168.14

115.90

8777

148.73

129.05

68.74

216.93

51 .90

ALSN

GOOG

AXP

AON

BFB

AJG

GIS

G

GPC

HD

INFO

IEIV

EL

LAD

MDT

MSI

PEP

GSR

SPGI

USB

Auto Parts

Internet

Financial Svcs. (Div.)

Financial Svcs. (Div)

Beverage

Financial Svcs. lDiv.l

Food Processing

Industrial Services

Auto Pans

Retail Building Supply

Information Services

Medical Services

Toiletries/Cosmetics

Retail Automotive

Med Supp Invasive

Telecom. Equipment

Beverage

Restaurant

Information Services

Bank (Midwest)

Allison Transmission

Alphabet Inc.

Amer. Express

Aon plc

BrownForman B

Gallagher (Arthur J.)

Genl MillS

Ger pact Limited

Genuine Parts

Home Depot

IHS Markit

IOVIA Holdings

Lauder (Estee)

Lithia Motors

Medtronic plc

Motorola Solutions

PepsiCo Inc.

Restaurant Brands Intl

S&P Global

U.S. Bancorp

To qualify for purchase in the above portfolio a stock must have a Timeliness Rank of 1 or 2 and a Financial Strength Rating of at least B+. If a stocks
Timeliness rank falls to 3, or lower, it will be automatically removed. Stocks in the above portfolio are selected and monitored by Michael E Napoli
Senior Analyst.

PORTFOLIO II:  STOCKS FOR INCOME AND POTENTIAL PRICE APPRECIATION

Primarily suitable for more conservative investors

Timel iness

Recent

Pr i ce BetaI i cke r viand.P/E

Financial

Strength Industry Name

Ratings &

Reports

Page Company Safety

0.75

1.20

0.80

1.25

0.70

1.15

0.90

1.30

0.90

Q85

0.85

1.05

0.95

A++

B+

A+

A++

A

B+

A+

B++

A+

A++

A4+

A+

A

2

1

3

2

3

3

3

2

2

3

3

3

3

3

2

1

3

3

917

1584

2510

505

35B

307

1974

628

575

214

717

1141

1929

959

163B

1542

2319

315

971

417

B+

A4+

A

B H

A

A+

A

0.90

0.90

0.65

1.15

0.95

0.90

0.75

4

1

1

3

1
1

2
3

1

3
1

1
1

2
2

3
1

2

3
1

2
1

32.41

18.41

112. 12

121 .34

169 12

54.83

169.44

28.83

134.80

138.12

343.95

111 .10

52.18

5. 10

41.67

69.05

124.69

99.41

52.76

109.29

8.9

6.0

9.3

17.1

17.9

8.2

23.9

14.1

20.7

20.3

17.5

18.4

20.9

17.0

20.8

51.1

12.5

13.3

11.6

25.4

T

ARLP

CM.T0

CVX

CBRL

DAL

DEO

EPD

IF

JNJ

LMT

LOW

MDLZ

NOK

PFE

0

HCL

UPS

WBA

W M

Telecom. Services

Metals & Mining (Div.)

Bank

Petroleum (Integrated)

Restaurant

Air Transport

Beverage

Pipeline MLPs

Chemical (Specialty)

Med Supp NonInvasive

Aerospace/Defense

Retail Building Supply

Food Processing

Telecom. Equipment

Drug

rt .Ei. r

Recreation

Air Transport

Pharmacy Services

Environmental

6.3

11.7

5.1

3.9

3.1

2.8

2.0

6.2

2.3

2.8

2.B

1.9

2.1

4.3

3.5

4 0

2.2

3.9

3.3

1.9

AT&T Inc.

Alliance Resource

Can. Imperial Bank

Chevron Corp.

Cracker Barrel

Delta Air Lines

Diageo plc

Enterprise Products

ImI Flavors & Frag.

Johnson & Johnson

Lockheed Marlin

Lowes Cos.

Mondele2 Intl

Nokia Corp. ADR

Pfizer. Inc.

Realty Income Corp.

Royal Caribbean

United Parcel Sew.

Walgreen Boots

Waste Management

To qualify for purchase in the above portfolio a stock must have a yield that is in the top half of the Value Line universe and a Safety Rank of 3 or better.
Stocks are selected and monitored by Wayne Net Senior Analyst.
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PORTFOLIO III:  STOCKS W ITH LONGTERM PRICE GROWTH POTENTIAL

Primarily suitable for investors with a 3 to 5year horizon

BetaTi cker

3 to  5Yr .
Apprec.

Potential

Recent

Pr ice Yield"/aP/E Industry Name

Ratings &
Reports

Page Company

Adobe Systems

Allstate Corp.

Altria Group

Apple Inc.

AutoNation Inc.

Bank of NY Mellon

50.1

10.6

12.4

15.9

9.0

10.7

52.5

ADBE

ALL

M 0

AAPL

AN

BK

CSGP

15.8

27.8

22.4

10.0

211

10.2

8.8

10.4

28.2

CoStar Group

Disney [Waltz

Electronic Ans

Facebook Inc.

FedEx Corp.

Hormel Foods

Intel Corp.

IntI Paper

PVH Corp.

Republic Services

Southwest Airlines

Safety

2

1

2

2

3

2

3

1

3

3

1

2

1

3

3

2

3

1

1

1

2589

757

1990

1397

2119

25D8

435

2330

2010

2545

308

1918

13B1

11B5

2111

412

312

371

818

2582

278.07

95.91

51 .87

185.80

40.09

45.21

524.87

134.09

95.65

184.82

167.99

39.82

44.46

44.51

108.52

B5.1B

53.37

77.53

249.94

153.85

Timel iness

3

3

3

4

4

3

2

2

4

3

4

2

3

2

4

3

3

1

2

2

1.15

0.80

0.70

1.05

1.10

1.10

1.10

0.95

1.00

1.10

1.25

0.B5

1.05

1.25

1.15

0.75

1.20

0.95

1.00

1.00

Starbucks Corp.

UnitedHealth Group

Visa Inc.

Nil

2.1

5.2

1.7

Nil

2.4

Nil

1.3

Nil

Nil

1.7

2.2

2.8

4.5

0.1

1.9

1.3

2 1

1.4

0.7

3075%

65105

65120

3585

75160

95.160

1070

1540

3095

75160

80125

25.65

100135

90190

55130

540

60135

3060

2555

1035

11.2

26.9

16.9

29.7

DIS

EA

FB

FDX

HRL

INTC

IP

PVH

HSG

LUV

SBUX

UNH

V

Computer Software

Insurance (Prop/Cas.)

Tobacco

Computers/Peripherals

Retail ALrtomotive

Bank

Information Services

Entertainment

Entertainment Tech

Internet

Air Transport

Food Processing

Semiconductor

Paper/Forest Products

Apparel

Environmental

Air Transport

Restaurant

Medical Services

Financial Svcs. (Div.}

To qualify for purchase in the above portfolio. a stock must have aboveaverage 3 ro 5year priceappreciation potential. As the price of a stock in this Portfolio rises the com
puted appreciation potential may fall; it may still be held. This portfolio is most appropriate for investors focused on longterm capital gains. Stod<s in the above portfolio are

selected and monitored by Justin Hellman Editorial Analyst.

PORTFOLIO IV:  STOCKS WITH ABOVE-AVERAGE DIVIDEND YIELDS

Pr imar i ly suitable for  inv estors interested in current income

Ticker Yi e l d%Timel iness
Recent
Pri ce BetaP/E Industry NameSafety

Ratings 81

Reports
Page

Financial
StrengthCompany

A++

A

B H

A++

B++

A+

A++

A+

A+

A++

A+

A

A++

A++

A

A++

B++

A

2

3

NH

3

4

3

2

3

2

3

3

3

3

1

1

2

3

3

3

1

2

3

1

2

2

1

1

2

1

1

3

1

1

1

1

3

2

1

1

T

L N T

B X

B A

BT I

CA T

K 0

E D

F T N

I NT C

K M B

L YB

M C D

M R K

PAYX

PFE

P B U

S O

U P S

W M

A

A

8.9

21.4

13.1

18.9

B.8

10.1

23.1

20.9

13.5

10.2

19.6

7.8

25.1

171

28.3

20.8

7.9

17.7

13.3

25.41

32.41

48.08

41.80

358.75

37.95

124.95

48.60

86.69

79.92

44.46

130.08

81 .58

199.84

79.50

87.11

41 .87

10044

53.97

99.41

109.29

0.75

0.B0

1.25

1.15

0.95

1.30

0.70

0.45

1.20

1.05

0.75

1.35

0.80

0.95

1.00

0.90

1.30

0.50

0.95

075

Telecom. Services

Electric Util. (Central)

Public/Private Equity

Aerospace/Defense

Tobacco

Heaw Truck & Equip

Beverage

Electric Utility (East)

Auto Pans

Semiconductor

Household Products

Chemical (Specialty)

Restaurant

Drug

IT Services

Drug

Insurance (Life)

Electric Utility (East)

Air Transport

Environmental

917

903

2455

705

1991

152

196B

137

984

1361

1194

579

365

162B

2631

1635

1563

14B

315

417

6.3

3.0

3.5

2.3

7.2

3.3

3.3

3.5

3.6

2.8

3.2

4.9

2.4

2.8

2.8

3.5

4.0

4.6

3.9

1.9

AT&T Inc.

Alliant Energy

Blackstone Group LP

Boeing

Brit. Am. Tobacco ADH

Caterpillar Inc.

CocaCola

Consul. Edison

Eaton Corp. plc

Intel Corp.

Kimberly[:lark

LyondelIBasell Inds.

McDonalds Corp.

Merck & Co.

Paychex Inc.

Pfizer Inc.

Prudential Finl

Southern Co.

United Parcel Sew.

Waste Management

Toqualify for purchase in the above portfolio a stock must have a yield that is at least 1% above the median for the Value Line universe. and a Financial Strength Rating of at
least B+. Stocks are selected and monitored by Adam Rosner Editorial Analyst.
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Selected Yields

TAXABLE TAXABLE
Recent

(5/22/19)

3 Months Ago

(2/20/18)

Year Ago

(5/23/18)

a Months Ago

(2/20/18)

Recent

(5/22/19)

Year Ago

45/23/18)

Market Rates

4.07

4.32

4.29

4.62

5.19

3.57

4.12

4.25

4.B1

5.10

3.34

3.9B

4.03

4.38

4.84

2.25

1.501.75

4.75

1.91

2.33

3.00

2.252.50

5.50

2.44

2.B4

3.00

2.252.50

5.50

2.44

2.52

1.90

0.10

0.03

1.18

1.72

0.09

0.08

1.02

2.44

0.49

0.05

1.43

1.90

2.00

2.27

2.B2

2.99

0.85

3.15

3.21

2.44

2.49

2.53

2.47

2.65

0.77

3.00

3.04

2.37

2.40

2.36

2.18

2.38

0.61

2.81

2.86

Discount Rate

Federal Funds

Prime Rate

3(}day CP (A1/P11

3month LIBOR

U.S. Treasury Securi ties

3month

6m0nth

1year

5year

10year

10year (inflationprotected)

30year

30year Zero

3.92

3.51

3.48

3.97

3.84

3.82

Corporate Bonds

Financial (10year) A

Industrial (25/30year) A

Utility [25/30year) A

Utility [25/:30year) Baa/BBB

S&P 500 High Yield Cum. Bond Index

Foreign Bonds (10Year)

Canada

Germany

Japan

United Kingdom

MortgageBacked Securi ties

GNMA 5.5%

FHLMC 5.5% [Gold)

FNMA 5.5%

3.41

3.87

3.51

Common Stocks Preferred Stock

VL Stocks (Median)

DJ Industrials (12m0. est.)

VL Utilities

2.20

240

3.40

2.00

2.30

3.50

2.20

2.50

3.30

5.84

5.76

552

B.02

5.99

5.52

6.03

5.93

5.52

Utility A

Financial BBB

Financial Adjustable A

TAX-EXEMPT

Treasury Security Yield Curve 4.24

4.71

3.95

4.44

3.57

4.05

6.00%

5.00%

4.00%

3.00%

1.47

1.73

1.53

1.85

1.73

2.15

2.37

2.82

1.58

1.74

170

1.99

2.14

2.55

2.96

3.41

1.74

1.99

2.11

2.50

2.52

3.03

3.03

3.90

/

/2.00%L
3010

3.12

3.02

3.08

3.23

3.17

Bond Buyer Index es

20Bond Index lGOs)

25Bond Index (Revs)

General  Obl igation Bonds (GOs)

1year AAA

1year A
Eryear AAA

5year A

10year AAA

10year A

25/30year AAA

25/30year A

Revenue Bonds (Revs) (15 Years)

Education AA

Electric AA

Water/Sewer AA

Hospital AA

Toll Road AA

2.B2

2.98

2.79

3.04

2.87

2.33

2.44

2.27

2.35

2.32

1.oo%
3 6 1 2 3 5
Mos. Years

Sauna: BloombergHnamaLE

Federal Reserve Data

in Millions, Not SeasonallyAdjusted)

52 Wks.

1665244

122

1665122

12 Wks.

1481552

23

1481640

Change

87027

1D

87037

BANK RESERVES (TwoWeek Period;

Recent Levels

4/24/19

1425547

24

1425823

Average Level Over the Last...

25 Wks.

1530585

47

1530637

5/8/1 g

1338620

34

1338586

Excess Reserves

Borrowed Reserves

Net Free/Borrowed Reserves

5/6/1 g

3788.1

14552.4

Change

3.5

10.5

12 Mos.

3.7%

4.0%

MON E Y SUPPL Y (OneWeek Period; in Billions Seasonally Adjusted)

Recent Levels Annual Growth Rates Over the Last..

4/29/19 3 Mos. 6 Mos.

3784.5 2.3% 3.5%

14541 .8 2.9% 4.4%

M1 {Currency+demand deposits)

M2 {M1+savings+small time deposits)

Saumnlkilsd Sblni runs llscetvo Bank
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Closing Stock Market Averages as of Press Time

1 week 12 months5/15/2019 5/22/2019

25B48.02 25776.61 +0.5%Dow Jones Industrial Average

Standard & Po0rs 500 2856272850.96

+3.8%

+4.8%+0.2%

12671.99 48.2%12552.29 0.7%

7750.847B22.15 8. 9% +5.0%

7503.25 1.1%7420.66

NM Stock Exchange Composite

NASDAO Composite

NASDAO 100 +7.6%

2544.942551.79

523.48530.40

6153.06

0.7%

1 .3%

12%6087.69

6.2%

7.7%

2.7%

7295.95 7334.19 +D.5°/o 6.9%

21188.55 7.3%+D4%21283.37

1531.631548.27

Amex Major Market Index

Value Line (Geometric)

Value Line (Arithmetic)

London (FlSE 100)

Tokyo (Nikkei)

Russell 2000 1.1% 5.8%

Major Insider Transactions*

PURCHASES

Date Shares Traded Recent Pri ceShares Hel dIns ider Ti t le Price Range
Latest

Ful lPage Report Company

13.51

13.51

20.34

28.07

13.86

13.86

53.47

1008

1008

613

S32

2185

2185

557

$11 .B4

$11.50$11.83

$19.43$19.53

$28.38

$12.48

$12.50$12.86

$54.10

2956875

451283

240879496

9114751

815470

1939137

250.000

5/10/201 g

5/10/195/14/19

5/10/195/13/19

5/14/201 g

5/13/201 g

5/13/201 g

5/10/2019

R Laubies Dir.

L. Volatier Officer

R. D. Kinder"

W. E Greehey. Dir.

J. C. Malone*

M A. George Pres.

F. S. Hermann. Dir.

648228

451253

477542

68075

800000

244588

100.000

Copy Inc.

Cory Inc.

Kinder Morgan Inc.

NuStar Energy LFC

Qurate Retail

Ourate Retail

UGI Corp.

SALES

Recent Pr i ceSharesTradedDate Shares HeldIns ider Ti t le Price RangeCompany

Latest

FullPage Report

196

195

356

1832

371

319.68

319.68

47.42

100.94

77.53

$321 .53$328.27

$325.27.$328.00

$50.65$52.59

$94.72$97.26

$77.51$79.0D

19495
t5000

314144

55000

83937

s. Kolli, SVP

R. Pascaud Officer

J. H. Schnatter"

S. H. Beauchamp Din

J. Culver 0f6cer

6925

24092

9039424

1829871

302789

5/14/195/15/19

5/15/2019

5/10/195/15/19

5/15/2019

5/15/195/16/19

Align Tec fn.

Align Tec fn.

Papa Johns IntI

Paylociry Holding

Starbucks Corp.

Beneficial owner of more than 10% of common stop
t Includes only large transactions in U.S.traded stocks; excludes shares held in the form of limited partnerships excludes options & family trusts
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Market Monitor

Valuations and Yields 5/22 5/15
Last market top

(4302019)
Last market bottom

(392009)13week range 50week range

16.9
15.7

2.2%

2.5%
5.5%
2.4%

2.4%
3.7%
2.8%

2.2%

16.7
15.6

2.2%

2.5%
5.5%
2.4%

2.4%
3.7%

2.8%
2.3%

14.3 . 18.7
14.1 17.1

2.0 . 2.5%

2.2 . 2.7%

5.0 . 5.5%

1.9 2.5%

1.9 . 2.5%

3.6 . 4.2%

2.8 .. 3.4%

3.0 . 1.4%

1 B.7 18.2

15.6 . 16.4

2.2 2.3%

2.4 . 2.5%

5.5 . 5.5%

2.4 . 25%

2.4 . 2.5%

3.6 . 3.9%

2.8 3.1%

2.3 1 .8%

10.3

17.3

4.0%

4.0%

3.3%

0.2%

0.3%

5.5%

3.7%

4.3%

18.2

15.2

2.2%

2.4%

5.5%

2.5%

2.4%

3.7%

2.9%

1 .B°/0

Median priceearnings ratio of VL stocks

P/E (using 12m0. esfd EPS) of DJ Industrials

Median dividend yield of VL stocks

Divd ld. (12m0. est.) of DJ Industrials

Prime Rate

Fed Funds

91 day Tbill rate

AAA Corporate bond yield

30year Treasury bond yield

Bond yield minus average earnings yield

Market  Sent iment

13.716.8
.78.1.15

15.1

1.16

air
.93

16.6

.91

11.819.1

.57141

18.1

.98

Short interest/avg. daily volume (5 weeks!

CBUE put volume/call volume

VALUE LINE ASSET ALLOCATION MODEL (Based only on economic and financial factors) INDUSTRY PRICE PERFORMANCE
LAST SIXWEEKS ENDING 5/21/2019

Previous
Ibetore 4/5/19)

Current
(last adjusted at market open 4/5/19) 7 Best Performing Industries

80%-70°/o

40%-30%

55%-B5%

45%-35%

Common Stocks

Cash and Treasury Issues

Public/Private Equity

Insurance (Prop/Cas.)

Maritime

INTE R E S T R ATE S

Aerospace/Defense

Brokers & Exchanges

Water Utility

Reinsurance

+9.9%

+9.3°/o

+B.4%

+B.3%

+8.20/a

+5.7%

+5.2%Recent
Previous

Week

1 Worst Performing IndustriesPrime Rate

30Yr. Treasury

Fed Funds

5.5%

2.8%

2.4%

5.5%

28%

2.4%

- l - l -
1 Prlme Hate

30Yr. Treasury

Fed FundsQ1 2019 Q2 2019

8%

7%

6%

5%

4%

3%

2%

1%

0%
O2 2018 Q4 2018Q3 2018

17.8%

17.3%

13.5%

13.4%

12.2%

11.5%

11 .5%

Telecom. Utility

oimeld Svcs/Equip.

Auto Parts

Biotechnology

Precious Metals

Steel

Metals 81 Mining (Div.)

l
48 Index; 12/30/1988 = 100 VALUE LINE UNIVERSE The corresponding change in the Value Line Arithmetic

Average* is 2.0%

i

Previous
Week42 Recent

1 3 6

972 488

737 1218

1719 1714

35.931 35.549
CHANGES IN FINANCIAL

STRENGTH RATINGS

Advances

Declines

Issues Covered

Market Value

($TriIlion)

O1 201g Q2 2019
»a0

O2 2018 Q3 2018 Q4 2018

Company
Prior New

Rating Rating

Ratings &
Reports
Page

VALUE LINE UNIVERSE
00

'00

900

00

Previous
Recent Week

1B1 109

123 128

New Highs

New Lows

B

B

A

B+

A+

620

523

549

535

567

B+

C++

B H

B++

A

AmeriGas Partners

Cheniere Energy Pan.

Chesapeake Util.

EOT Corp.

Ecolab Inc.
_ New Highs

New L(l\VS

00

00...¢.¢@$,.-
Q1 2019Q4 2018 O2 201903 2018

0
Q2 2018
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Stock Market Averages

VALUE LINE ESTIMATED P/E,YIELD, APPRECIATION POTENTIAL VERSUS DOW JONES INDUSTRIALS
(January 2, 2003-May21, 2019)

32000
1 8000

Dow
6600
42OOJ o ne s

(R i g h t S o u l e )

24OO
1 8OO

200

Industr ials

Estimated Appreciation Potential
(Lzifi SuI/()

100
60
40 Estinlatcd P/E

(Le/Y Srutlle)20
1 O

6
4 ( L E / W S c a l e )

Esti lnated Yield

l ' ~ i i i l

.  * dn* l*»-I
.!!!-!!.....!!!!

201 3201 12005 2009 201 72007 201 9

2
1 2003 201 5

THE DOW JONESAVERAGESTHEVALUE LINE GEDMETRICAVERAGES

Rails
11 stocks

Transportation
20 stocks

Composite
65 stocks

Composite

1591 stocks

Utilities
15 stocks

Arithmetic*
Composite
1591 stocks

Industrials
1614 stocks

Indus t rials
30 stocks

25862.68

25764.00

25679.90

25877.33

25776.61

Utilities
56 stocks

387.29

387.49

387.15

388.00

389.22

B188.78

5117.41

5073.82

5145.93

5087.59

401.54

395.54

393.55

398.43

394.35

532.54

525.29

522.45

528.58

523.45

10730.08

10501.52

10520.45

10583.59

10506.24

785.32

790.23

791 .19

791 .93

B00.52

+3.0°/o3.1%5.3%

8841 .82

8605991

8585.19

8534.75

8593.40

3.1°/u+1.5%4.3% 4.5%

10505.61

10491.85

10451.73

10510.87

10332.98

5.9%5.1%

5/16/2019

5/17/2019

5/20/2019

5/21/2019

5/22/2019

% Change
last4 weeks

WEEKLYVALUE LINE GEOMETRIC AVERAGES* (April 2, 2018-May 22, 2019)

Ra i lsComposite
11111.
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Ofliceirs directors employees and affiliates of Value Une Inc. lvLl I the param cempanyeiValua Line Publishing LLC (VLPl and EULAV Asset Management | EUlAVl may hold stucksthat are reviewed ertecemmeneed in the! publication EULAV also manages investment com
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INDUSTRY TIMELINESS: 30 (of 97)

category are A, and the lowest is a respectable B+.) At
the time of this industry review, the average yield for the
group was 2.6%, relative to the Wllue Line median of
22%. Standouts include South Jersey Industries. North
west Natural Holding Company, Spire Inc. and Ni
Source Inc. When the financial markets experience
heightened volatility (which seems to be more often the
case these days) solid dividend yields provide a measure
of muchneeded stability.

Stocks of companies withinValueLine's Natural
Gas Utility Industry have performed reasonably
well over the past few months. It appears these
price moves are attributable, to a certain extent,
to decent nearterm profit prospects, supported by
such factors as new rates and an expanding cus
tomer base. Investors have also been interested in
these shares' attractive, stable dividends, which
have acted like an anchor, so to speak, during
these uncertain times (reflecting concerns about
such matters as the U.S./China trade dispute and
the U.K.'s withdrawal from the European Union).

Business Prospects Over The 2022-2024 Span
Rate Cases

a r e

We are optimistic in general about the sectors oper-
ating  pe rf o rmance  ove r the  long  te rm. Natural  gas
should  remain an abundant resource  in the  United
States, brought about partially by new technologies, so a
shortage does not appear probable anytime SOON. Too,
there arc limited alternatives for the services the com-
panies in this category offer. Whats more, its a chal-
lenge for new entrants in the market given such factors
as the size of existing competitors and the substantial
initial capital outlays that are required. Finally, the
counlrys population (now numbering more than 325
million) ought to remain on a steady, upward trajectory,
which augurs well for future demand for utility services.

Co nc lus io n

Rate filings are a very important factor for natural gas
utilities. Federal authorities establish wholesale service
tariffs, and state regulators determine retail distribu
tion rates. Sufficient returns on common equity are
necessary to keep these businesses viable. Higher rates

sought to pay for such key items as the cost of
expansion storm damage, and/or to cover the expenses
of maintaining reliable service. In order to promote
healthy relationships with customers and regulators,
managements endeavor to keep operating and service
costs as low as possible. Al times, however, political
pressure can compel authorities to limit rates of return
to the detriment of utility companies. But for the most
part regulators desire to strike an equitable balance
between the interests of shareholders and customers.
Notably, during the first half of fiscal 2019 (concludes
September 30th) Arras Energy one of the more active
ratefilers in our group. managed to finish ll proceed-
ings resulting in a $20.9 million increase in annual
operating income. Furthermore some ratemaking ef-
forts are in progress seeking $1 10.1 million of annual
operating income. Elsewhere, Sou!/1wc..sI Gas made a
request for a $57 million revenue hike in Arizona. When
the  regulato ry c l imate  is  f air ly quie t ut i l i t ies  might
place greater emphasis on costreduction initiatives and
nonregulated businesses, which include pipelines and
energy marketing & trading.

Natural Gas Prices

At the time of this report, only Chesapeake Utilities
and ONE Gus stood out for Timeliness. But that comes
as no surprise given that historical price movements of
this typically defensive sector have tended to be steady.
Even so. these stocks ought to draw the attention of
income-minded investors with a conservative orienta-
tion since these goodyielding issues boast high grades
for Price Stability and the majority are ranked 1 (High-
est) or 2 (Above Average) for Safety. lts important to
bear in mind that companies possessing more-
established non regulated operations might offer a
higher potential for returns but earnings could be more
volatile than for firms with a greater focus on the more
stable utility segment. As always our subscribers are
advised to carefully examine the following reports before
making a commitment.

Frederick L. Harris Ill

Natural Gas Utility
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp.)
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Despite occasional strength (stemming partly from
weather-related factors) natural gas quotations are no-
where near the highs reached late last decade and the
environment might not change very much for some lime.
Although this situation does not augur well for compa-
nies that produce this commodity, regulated utility units
generally benefit. Thats partially because lower gas
pricing tends to lead to diminished prices for customers,
which may bring down baddebt expense. Furthermore
there is an increased possibility that homeowners will
convert from alternative fuel sources such as oil or
propane to natural gas. (At the present time its esti-
mated that more than half of all households within the
United States use natural gas.) It is important to men-
tion, however, that nonregulated operations tend to
undelperform when gas prices are at subdued levels.

200
Appealing Dividends

2018 20192014
1 00

2013

The main attraction of utility equities is their dividend
income, which tends to be well covered by corporate
profits. (its worth mentioning that the Financial
Strength ratings for half of the 10 companies in our 2015 2016 2017

Index: June 1987 = 100
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At nos Energys histor; dates back to
1906 in the Texas Pan andle. Over the
years through various mergers it became
part of Pioneer Corporation, and in 1981,
Pioneer named its gas distribution division
Energas. In 1983, Pioneer organized
Energas as a separate subsidiary and dis
tributed the outstanding shares of Energas
to Pioneer shareholders. Energas changed
its name to At nos in 1988. Atm0s acquired
Trans Louisiana Gas in 1986, Western Ken
tucky Gas unity in 1987, Greeley Gas in
1993 United Cities Gas in 1997, and others.
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Coming off a lackluster start to fiscal
2019, At nos Energy posted strong
second-quarter profits. (Years conclude
September 3(1)th.)
$1.82 was about l 6% above fiscal 2()l 8s
amount of $1.57. One contributor was the
natural gas distribution unit. which
benefited from higher rates across all divi
sions and expansion of the customer base.
primarily in the MidTex segment. These
results were held back a bit by a net
decrease in consumption. mainly in the
Mississippi and MidTex Lmits given in
consistent weather patterns. Elsewhere
the performance of the pipeline & storage
segment was aided partially by increased
rates from the Gas Reliability Infrastruc
ture Program Tilings approved during fis
cal 2018. Operating expenses rose there.
but this is to be expected as that division
grows. At this juncture we look for full-
year earnings to advance around 7%. to
$4.30 a share. Assuming generally favor-
able business trends across the service ter-
ritories. fiscal 2020 share net might in
crease at a similar percentage rate to
$4.55.
Ratefiling efforts continue. Through

the first six months of this fiscal year the
company managed to complete ll rate-
case proceedings resulting in a $20.9 mil-
lion increase in annual operating income.
Whats more some ratcmaking initiatives
were in progress at the time of this report
seeking $1 lo.l million of annual operating
income. or course there are no guarantees
that At nos Energy will receive everything
il wants.
Prospects out to 2022-2024 are decent,
in our opinion. The company remains
one of the countrys largest natural gas
only distributors currently with more
than three million customers across
several states. Too. we believe the pipeline
& storage arm has solid overall expansion
potential since it operates in one of the
most active drilling regions on earth. In
Atmos present configuration. annual
bottom-line increases might be between
6% and 8% over that span.
But the topquality stock now holds
unexciting total return potential. Cap
ital gains possibilities over the 3 to 5year
period are limited. Too. the dividend yield
docs not stand out for a utility.
lrederi<k L. HaI.ri.v. III Muv 31 20/9

CAPITAL STRUCTU
Total Debt $36537
LT Debt $3528.7 mill.
(LT interest earned: 6.
co ve ra g e :  6 .7 x)
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Pe n si o n  Asse ts9 1 1 8  $ 5 3 1  .7  m i l l .

oblig.  $504.7 mill.
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19.11 20.70 26.02 23.05 25.41 28.46

2.42 226 2.35 2.18 2.52 2.50
1.17 1.09 1.18 1.15 1.29 1.39

.73 .75 .78 .77 .78 .81
1.39 2.07 3.74 4.87 3.08 3.00

8.59 9.07 9.60 11.08 11.76 12.02

8.49 8.60 8.82 10.03 10.17 10.24
12.7 15.0 16.8 17.9 16.7 14.2

.72 .79 .89 .97 .89 .85

4.9% 4.6% 3.8% 3.8% 3.6% 4.1%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $633.9 mill. Due In 5 Yrs $410.0 mill.
LT Debt $286.0 mill. LT Interest $15.0 mill.
(LT interest earned: 5.7x total interest
coverage: 5.7x) (34% of CapI)
Leases Uncapitalized Annual rentals$2.4 mm.
Pfd Stock None
Pension Assets12/18 $52.8 mill.

Oblig. $70.1 mill.
n Stock 16.397017 shs.

30/19
Camino
as of 4/

MARKET CAP: $1.5 billion (Mid Cap)

3/31/19
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28.4%
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1275
100
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7.8%

30.0%
70.0%
1400
2000
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10.0%
10.0%_
6.0%
43%

725

58.0
25.5%

8Q'24_
35.0%
65.0%

930

1450
75%

9.5%

9.5%

5.0%
45%

% T0T. RETURN 4119
THIS VL AFIITH.

STOCK INDEX
1 yr. 24.0 5.6
3 yr. 64.2 375
5 yr. 142.3 44.9

©VALUE LINE PUB. LLC

45.70 Revenues per sh

Z05 "Cash Flow" per sh
3.70 Earnings per sh A

1.68 Divds Decld per sh B .
10.30 Capl Spending per sh

3700 Book Value per sh

1Z50 Common Shs Oulsfg
/us are Avg AnnI PlE Ratio

Llne Relative PIE Ratio
sfes Avg AnnI Divd Yield

800 Revenues ($milI)
66.0 Net Profit ($mill)

26.0% Income Tax Rate

8.1% Net Pr01it Margin

38.0% LongTerm Debt Ratio
62.0% Common Equi Ratio

1045 Total Capital (Smill)

1610 Net Plant ($milI)
7.5% Return on Total CapI

10.0% Return on Shr. Equity

10.0% Return on Com E uit

5.5% Retained to Com Eq
45% All Divds to Net Prof

418.0

27.6

39.4%

6 .8 %

31 .4%

68.6%

351.1

487.7

8 .9 %

11 .5%

11 .5%

6 .6 %

4 2 %

717.5

56.6

2 7 1 %

7.9%

37.9%

62.1%

834.5

1384.0

7 .8 %

10.9%

10.9%

6 .7 %

3 9 %

34.19

4.73

2.47

1 .07

6.66

20.59

4.59

17.7

.9 3

2 .4 %

498.8

36.1

39.9%

7 .2 %

34.5%

65.5%

458.8
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8 .5 %

12.0%

12.0%

7 .4 %

3 8 %

21 .8

1.14

1.9%

498.9

44.7

38.8%
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3 9 %
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_ 3 4
32.0%

68.0%
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6.1%
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7.6%

3.8%
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5.42

2.68

1.26
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16.34
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1.40

1.7%
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43.8

39.5%

7.1%

28.9%

71.1%

683.7

1126.0

7.3%

9.0%

9.0%

4 .9 %

4 5 %

15.6

.8 8

2.9%

444.3

32.8

40.2%

7.4%

29.7%

70.3%

396.4

631 .2

8 .8%

11 .8%

11.8%
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4 0 %

|
Cab

ender

2016
2017
2018
2019
2020

Full
Year

498.9
617.6
717.5
725
800

Full
Year

2.86
2.68
3.45
3.45
3. 70

l
Full
Year

1.12
1.19
1.26
1.39

CURRENT POSITION 2017 2018
($MILL.)

Cash Assets 5.6 6.1 8.0
Other 173.0 185.4 145.6
Current ASS81S 178.6 191.5 153.6
Accts Payable 74.7 129.8 75.3
Debt Due 260.4 306.4 347.9
Other 77.9 92.0 85.4
Current Liab. 413.0 528.2 508.6
Fix. Chg. Cov. 749% 636% 645%

ANNUAL RATES Past P as t  E s t d 1618
of change(persh} 10 Yrs. 5 Yrs. l02224
Revenues 4.0% 5.0% 9.5%
"Cash Flow" 9.0% 7.5% 8.0%
Earnings 9.0% 8.0% 9.0%
Dividends 5.0% 6.0% 9.0%
Book Value 10.0% 10.5% 9.0%

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Se .30 Dec.31

146.3 102.3 108.3 142.0
185.2 125.1 126.9 180.4
239.4 136 ] 140.3 201 .1
227.6 145 155 197.4
252 165 173 210

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

1.33 .52 .29 .73
1.17 .37 .42 .72
1.64 .39 .34 1.08
1.74 .47 .45 .79
1.85 .53 .51 .81

QUARTERLY DIVIDENDS PAID Be

Mar.31 Jun.80 Se .30 Dec.31

.27 .27 .288 .288
.288 .305 .305
.305 .325 .325
.325 .37 .37
.37 .405

Cal
endar

2016
2017
2018
2019
2020

Ca#
ender

2015
2016
2017
2018
2019

.288

.305

.325

.37

wholesales and distributes propane: markets natural gas and pro
vides other unregulated energy services including midstream serv
ices in Ohio. Officers and directors own 4.2% of common stock; T.
Rowe Price. 13.7%: BlackRock. 92% (4/19 Proxy). CEO: Jewelry M.
Householder. Inc.: Delaware. Address: 909 Silver Lake Boulevard
Dover. DE 19904. Tel.: (302) 7346799. Internet: www.chpk.com.

$ 8  m i l l i o n .  L o n g t e r m  d e b t  w a s  j u s t  3 4 %  o f
t o t a l c a p i t a l . a n d s h o r t - t e r m o b l i g a t i o n s
d i d  n o t  a p p e a r  t o  b e  a  b i g  o b s t a c l e .  T h e  c n -

e r g y f i r m a l s o p o s s e s s e s f i v e u n s e c u r e d
b a n k  c r e d i t  f a c i l i t i e s  t o t a l i n g  $ 2 2 0  m i l l i o n .
L a s t l y i t h a s a c c e s s t o  $ 1 5 0 m i l l i o n o1
s h o r t t c : n m d e b t u n d e r  a r e v o l v e r l h a t s
a va i l a b l e  u n t i l  O c t o b e r .  2 0 2 0 .
T he  q ua r t e r l y  d i v i d e nd  was  r a i s e d
9.S%, to $0.405 a share. That reflects the
company conf idence in its eaniings pros
pects. Indeed our projections out to 2022
2024 indicate that additional steady in-
creases in the distribution will take place.
The payout ratio over that span ought to
be in the neighborhood of 43%. which is
quite reasonable. However the dividend
yield is not exciting when stacked against
those of other equities in Vlrlue Libes Nab
Ural Gas Utility Industry.
C he s ap e ake  s to c k has b e e n r i d i ng
h i g h  o v e r  t h e  p a s t  f e w  m o n t h s .  I t
seems that the decent f irstquarter prof its
are  a f ac to r behind  that move. Conse
quently. the Timcliness rank resides at 2
(Above Average). But long-term capital
gains potential now looks unappealing.
Frederick L. Hzrrrix. [II Muv 31. 20/9

BUSINESS: Chesapeake Utilities Corporation consists of two units:
Regulated Energy and Unregulated Energy. The Regulated Energy
segment (45% of 2018 revenues) distributes natural gas in Dela
ware Maryland. and Florida: distributes electricity in Florida and
transmits natural gas on the Delmarva Peninsula and in Florida.
The Unregulated Energy operation (55% of 2018 revenues)

Chesapeake Utilities Corp. got off to a
d e c e n t  s t a r t  i n  2 0 1 9 .  I n  f ac t f irst-
quarter earnings advanced about 6% to
$1.74 a share versus last years f igure of
$1 .64 . This  was  b rought about by im
proved performances from both the Regu
lated Energy unit and Unregulated Ener
gy division. Another plus was a lower ef
fective income lax rate. Still. given the dif
f icult fourthquarter comparison it seems
that the bottom line may come in f lat at
$3.45 a share for the entire year. But sup
ported partly hy incremental benefits from
earlier acquisitions 2020 share net stands
to grow some 7% to $3.70.
Cap ital  expend itures  f o r this  year are
antic ipated to be approximate ly
$168.2 million. (Thals nearly 38% lower
than 20 l8s level of $269.8 million.)
Roughly 80% of the budget is dedicated to
the Regulated Energy operation with a
focus on the natural gas distribution and
transmission businesses. Chesapeakes
balance sheet (more detail below) appears
quite adequate to support those and other
initiatives.
Finances are in solid shape. At the end
of the f irst quarter cash on hand stood at

08. d7¢: 15 6¢ 17. 87c. Excludes discontin April July and October.
A

75
90
90

Companys Financial Strength
Stocks Price Stability
Price Growth Persistence
Earnings Predictability

To  s ubs c r i be  c a l l  1800V A LUE LINEThis  ptblicat ron is  s t ric t ly  f or subscribers  own noncommerc ial Internal use.

(A) Diluted shrs. Excludes nonrecurring items: (B) Dividends historically paid in early January (C) In millions adjusted for split.
l Dividend reinvest

ued operations: 03 d9¢. 04 dlc. Next earn ment plan. Direct stock purchase plan avail
ings report due early Aug. able.
©  2019 Va lue  L ine .  I nc .  A l l  f igh t s  res erv ed.  F ac t ua l  m at er ia l  i s  ob t dned f rom  s ourc es  be l iev ed t o  be  re l iab le  and is  p rov ided wi t hout  war ran t ies  o f  by , k ind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY  ERRORS OR OMISSIONS HEREIN. . . o part
of  it may  be reproduced. resold. stored or transmitted in any  printed. electronic or clev er f orm. or used tor generating or marketing any  printed or electronic publication. serv ice or product
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STOCK INDEX
1 yr. 24.1 5.6
3 yr. 51 .8 375
5 yr. 132.1 44.9

©VALUE LINE PUB. LLC

32.85 Revenues per sh A

3.25 "Cash Flow" per sh
2.15 Earnings per sh e
1.21 Divds Decld per sh U.

2.25 Capl Spending per sh

18.30 Book Valueper sh D

88.25 Common Shs Oulsfg E
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Llne Relative PIE Ra1i0
sfes Avg AnnI Divd Yield

M 3170
220

15.0%

7.0%

40.0%
60.0%

38.10 39.81 36.31 45.37
1.31 1.37 1.22 1.81

.88 .93 .78 1.35

.45 .48 .51 .56

.64 .64 .73 .86

5.30 7.50 7.75 8.64

82.64 82.88 83.22
16.8 16.1 21.6

.89 .87 1.15

3.1% 3.2% 3.0%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $13502 mill. Due in 5 Yrs $370.4 mill.
LT Debt $1179.7 mill. LT Interest $48.3 mill.
Incl. $35.9 mill. capitalized leases.
(LT interest earned: 5.0x; total interest coverage:
5.0x)
Pension Assets9/18 $357.4 mall.

Oblig. $495.4 mill.
Pld Stock None

3/31/19

2248.9

112.4

7.1%

5.0%

39.2%

80.8%

1339.0

1484.9

9.2%

13.8%

13.8%

6.2%

5 5 %

1880.9

188.1

15.5%

7.3%

47.7%

52.3%

2230.1

2407.7

6.9%

11.8%

11.8%

4 .8 %

6 0 %

3198. 1

113.7

25.4%

3.6%

36.6%

63.4%

1400.8

1643.1

9.0%

12.8%

12.8%

5.2%

5 9 %

8.0%

11.5%

11.5%

5.0%
53%

3738.1

176.9

30.2%

4 .7 %

38.2%

61 .8%

1584.4

1884.1

12.1%

18.3%

18.8%

11 .0%

4 0 %

2734.0

153.7

26.3%

5 .6 %

43.2%

56.8%

1950.6

2128.3

8 .8 %

13.9%

13.9%

7.0%

5 0 %

2800

1 8 0

15.0%

68_
44.0%

56.0%

2710

2705

8.0%

12.0%

12.0%

5.0%

5 7 %

2268.6

149.4

17.2%

6.6%

44.6%

55.4%

2233.7

2609.7

7.7%

12.1%

12.1%

5.0%

5 9 %

2592.5

101.0

27.1%

3.9%

39.8%

60.2%

1144.8

1064.4

9.7%

14.6%

14.6%

7.2%

5 0 %

3009.2

106.5
30.2%

3.5%

35.5%
64.5%

1203.1

1295.9
9.7%

13.7%

13.7%
6.2%

55%

2639.3

101 .8

41 .4%

3 .9 %

37.2%

62.8%

1154.4

1135.7

9 .7 %

1 4 .0 %

14.0%

6 .7 %

5 2 %

2900 Revenues($milI)*
190 Net Profit($miII)

15.0% Income Tax Rate

6.6% Net Pr01it Margin

43.0% LongTerm Debt Ratio
57.0% Common Equi Ratio

2835 Total Capital(Smill)

2760 Net Plant Sum
8.0% Return on Total CapI

12.0% Return on Shr. Equity

12.0% Return on ComE uit

5.0% Retained to Com Eq
56% AIIDivdsto NetproI

N M F

8 .3 %

45.4%

54.6%

2599.6

2651 . 1

10.2%

17.1%

17.1%

10.3%

4 0 %
83.2

522.0
605.2

1.5
768.6
770.1

Common Stock 89223463 shs.
as of 5/1/19
MARKET CAP: $4.4 billion (Mid Cap)

CURRENT POSITION 2017 2018
($MILL.)

Cash Assets
Other
Current Assets

2.2
577.2
579.4

retail/wholesale natural gas and related
ate: 2.7%. Has 1068 employ. Off.ldir. own
k Rock . 13.2% Vanguard 9.7% (12!18
& President: Laurence M. Downes. In
Address: 1415 Wyckoff Road Wall NJ

381480. Web: www.njresources.c0m.

280.6
431 .4
90.9

802.9
543%

373.5 308.6
275.5 170.5
101 .9 104.7
750.9 583.8
545% 550%

P as t  E s t d 1618
s Vrs. to 2224

3.5% 4.5%
8.0% 4.0%
5.5% 3.5%
6.5% 4.0%
8.0% 7.0%

Past
10 Yrs.

3.5%
7.0%
7.0%
7.5%
7.0%

Full
Fiscal
Year

1880.9
2258.6
2915.1
2800
2900

UES (S mill.) A
un.30 Sep.30

93.2 469.2
457.5 536.5
543.4 647.3
530 591.9
555 620

QUARTERLY REVEN
Dec.81 Mar.31 J

444.3 574.2 3
541.1 733.5
705.3 1019.0
811.8 866.3
835 890

EARNINGS PE Full
Fiscal
Year

13

Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg. Cov.

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow
Earnings
Dividends
Book Value

Fiscal
Year
Ends
2016
2017
2018
2019
2020
Fiscal
Year
Ends
2016
2017
2018
2019
2020

1.61
1.73
2.74
2.05
2.15

R SHARE A B
Jun.30 Sep.30

. d.02

.20 d.14
5.09 d.33
.25 d.08
.28 d.05

VIDENDS PAID c .

0 Se .30 Dec.31

.23 .24
.24 .255
.255 .273
.273 .2925

Full
Vear

.93

.98
1.04
1.11

Dec.81 Mar.81

.58 .91

.47 1.21
1.56 1.62
.61 1.27
.63 1.30

QUARTERLY DI

Mar.31 Jun.3

.23 .23

.24 .24
.255 .255
.273 .273
.2925 .2925

Cab
ender

2015
2016
2017
2018
2019

BUSINESS: New Jersey Resources Corp. is a holding company
providing retail/wholesale energy svcs. to customers in NJ and in
states from the Gulf Coast to New England and Canada. New Jer
sey Natural Gas had 538.700 cusl. at 9/30/18. Fiscal 2018 volume:
266 bill. cu. it. (17% interruptible 17% res.. 9% commercial & elec.
utility. 40% capacity release programs). N.J. Natural Energy subsid

S i n c e o u r M a r c h r e v i e w . s h a r e s o f
N e w J e r s e y R e s o u r c e s h a v e c r e p t
h i g h e r .  O v e r  t h a t  t i m e  f r a m e  t h e  e q L \ i t y s
p r i c e  h a s  r i s e n  a l m o s t  6 % .  I n  c o m p a r i s o n
t h e  S & P  S O O  I n d e x  i s  t r a d i n g  u p  a b o u t  1 %
f o r  t h i s  p e r i o d .
Meanwhile. the retail and wholesale
energy services provider continues to
face a challenging operating environ-
ment this year. In fact Marchperiod
revenues declined l4.9% to $866.3 mil
lion. due to 19.5% and 4.9% drops in non
utility and utility volumes respectively.
This slowdown is also evident in NJRs
overall system throughput. which fell
7.l%. to 229.5 bcf for its fiscal second
quarter. On the profitability front operat
ing expenses rose 86O basis points as a
percentage of the top line. All told these
factors drove the bottom line 21.6% lower.
to $1.27 a share. This was moderately
above our earlier outlook of $1 .19.
We have added a nickel to our fiscal
2019 (ends September 30th) earnings
estimate. to $2.05 per share. ()Ur revis
ed call would still represent a roughly 25%
yearover-year decline. We continue to look
for modest midsingle-digit revenue

million $4.20/share.
(E) In millions adjusted for splits.

ialy provides unregulated
energy svcs. 2018 dep. r
1.3% of common. Blac
Proxy) Chairman CEO
corporated: New Jersey.
07719. Telephone: 7329

declines. to $2.8 billion for the year. This
downturn will probably stem from a reduc
tion in overall system throughput coupled
with elevated volatility in natural gas
prices. On the plus side the New Jersey
Natural Gas division added 5.030 new cus-
tomer accounts in the first six months of
this year. This business unit recently filed
a case to raise its base rate by $128.2 mil
lion. NJNG is a also seeking approval to
raise its rates by $28.6 million to recoup
costs associated with Phase II of the
Southern Reliability Link project. Still
these efforts will take some time to bear
fruit and the reduced volumes and rising
costs will likely pressure the bottom line
this year. That said. management appears
to be laying the groundwork for more
normalized growth patterns next year. The
NJNG segment is anticipated to add
2800030.000 new customer meters
through 2021. Assuming the recent rate
cases are approved NJRs 2020 top and
bottom lines may well advance 4%5%. to
$2.9 billion and $2.l5 a share.
At the recent quotation, these shares
appear richly valued.
Bryan J. Fong Muv 81. 2019

Companys Financial Strength A+
Stocks Price Stability 80
Price Growth Persistence 55
Earnings Predictability 50

To  s ubs c r i be  c a l l  1800V A LUE LINE

(A) Fiscal year ends Sept. 30th. (C) Dividends historically paid in early Jan.
(B) Diluted earnings. Otly egs may not sum to April July and October.. Dividend reinvest
tolal due to change in shares outstanding. Next rent plan available.
earnings report due early Aug. (D) Includes regulatory assets in 2018: $368.5
© 2019 Val ue L i ne. Inc. Al l  ri ghts reserved. Factual  materi a l  i s obta i ned Iron sources bel oved to be re l i ab l e and i s provi ded wi thout warranti es of Ar( kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This ptbl icatron is strictly for subscribers own noncommercial. internal use. o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or cher form. or used tor generating or marketing any printed or electronic publication. service or product
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27.37

3.18

1.14
.92

14.46

2.07

.39

.7 0

14.58

2.27

.6 3

.g o

4.26

12.04

Nan

14.50
3.05
1.30
.so
4.60

16.15
371.00
Bold fig

Val
est

16.81

3.13

1.37

.94

4.83

17.90

310.28

17.9

1 .14

3.8%

19.15

3.75

1.80

1.20

5.15

19. 15

350.00

16.0

. 9 0

4.2%

32.36

3.32

1.34

.9 2

3.54

17.24

274.26

12.1

.73

5.7%

18.04

3.41

1 .57

.98

5.99

18.77

313.68

18.9

1.08

3.3%

5657.3

490.9

34 .8%

37.3

1.88

3 .5 %

4651.8

198.6

41 .6%

5061.2

410.6

34.4%

24.02

2.96

.84

.9 2

2.81

17.54

276.79

14.3

.9 5

7.6%

6649.4

231.2

41 .8%

22.99

3.19

1.06

.9 2

2.88

17.63

279.80

15.3

.97

5 .7 %

6422.0

294.6

32 .4%

21 .33

2.98

1.05

.92

3.99

17.71

282.18

19.4

1.22

4 5 %

6019.1

303.8

35 .0%

20.47

3.60

1.67

1.02

6.42

19.54

3  6 .0 4

22.7

1.19

2 .7 %

6470.6

530.7

30 .9%

13.90

2.71

1.00

.64

4.57

12.60

323.1 s

23.2

1.22

2.8%

4492.5

328.1

35 .7%

23.78 24.83 28.97 28.96
3.47 3.47 8.14 3.20
1.59 1.62 1.08 1.14
1.10 .92 .92 .92
2.19 1.91 2.17 2.88

16.81 17.69 18.09 18.52
262.63 270.63 272.62 273.65 274.18

12.2 13.0 21.4 19.2 18.8
.10 .69 1.14 1.04 1.00

5.7% 4.4% 4.0% 4.2% 4.3%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $9241 .5 mill. Due In s Yrs $12345 mill.
LT Debt $7110.1 mill. LT Interest $353 mill.
(Interest calv. earned: 2.2x) (55% of Capl)

Leases, Uncapitalized Annual rentals $11 .1 mill.
Pension Assets12/18 $2.1 bill. obiig. $2.0 bm.

pla Stock $880 mill. Pfd Divd $11.6 mill.

56.8%

43.7%

13480

14365

5.2%

8.3%

8.3%

3. 1 %

6 2 %

56.9%
43.1%
14331
16017
5.3%
8.6%
8.6%
3.4%
81%

59.8%

40.2%

10129

13068

5.0%

8.1%

8.1%

3 .0 %

6 3 %

337.02

64.4

3.24

2.8%

4874.8

128.6

71 .0%

2.9%

63.5%

36.5%

11832

14360

2.6%

3.0%

3.0%

N M F

N M F

60.7%
39.3%
9792.0
12112
4.0%
5.2%
5.2%
NMF
NMF

6700

6 3 0

21.0%

KW_
55.0%

45.0%

14700

17000

5 .5 %

9.0%

9.0%

3.0%

6 7 %

% T0T. RETURN 4119
THIS VL AFIITH.

STOCK INDEX
1 yr. 17.3 5.6
3 yr. 33.6 375
5 yr. 11 .6 44.9

©VALUE LINE PUB. LLC
14.85 Revenues per sh

3.20 "Cash Flow" per sh
1.40 Earnings per sh A

.86 Divd Decld per sh B .
4.60 Capl Spending per sh

16.75 Book Valueper sh C

370.00 Common Shs 0utstg
los are Avg AnnI PlE Ratio

Llne Relative PIE Ratio
sfes Avg AnnlDivd Yield

Revenues ($milI)
Net Prolit ($mill)

21.0% Income Tax Rate
2.0% AFUDC % lo Net Pr01it

55.0% LongTerm Debt Ratio
45.0% Common Equi Ratio
13700 Total Capital (Smill)
16500 Net Plant ($milI)
5.5% Return on Total CapI
8.0% Return on Shr. Equity

8.0% B§t4u1QlQQmiqvil
3.0% Retained to Com Eq
62% All Dlvds to Net Prof

55.1%
44.9%
10819
10592
4.0%
4.8%
4.8%
NMF

110%

55.1%

44.9%

12373

12916

5.0%

7 .4 %

7.4%

2 .5 %

6 7 %

55.6%
44.4%
11264
11800
4.4%
6.1%
6.1 %
9%
85%

54.7%
45.3%
10859
11097
4.5%
6.0%
6.0%
.8%
87%

5380

4 7 5

21.0%

42_
55.0%

45.0%

13300

16000

5 .0 %

8.0%

8.0%

3.2%

6 1 %

13.74

2.82

1 .30

.7 8

4.88

13.08

372.86

19.3

1.04

3.1%

5114.5

463.3

19 .7%

2 .0 %

55.3%

37.9%

12856

15543

5.0%

8 .1 %

9 .3 %

3.7%

8 1 %

Other less than 1%. Generating sources 2018: coal 69.4%; pur
chased & other 30.6%. 2018 reported depreciation rates: 2.9%
electric 2.2% gas. Has 8087 employees. Chairman: Richard L.
Thompson. President & Chief Executive OHicer: Joseph Hamrock.
incorporated: Indiana. Address: 801 East asm Ave.. Merrillville ln
diana 46410. Tel.: 8776475990. Internet: www.nis0urce.c0m.

BUSINESS: NiSource Inc. is a h aIding company for Northern Indi
ana Public Service Company (NIPSCO) which supplies electricity
and gas to the northern third of Indiana Customers: 472000 elec
tric in Indiana 3.5 million gas in Indiana Ohio. Pennsylvania Ken
tucky Virginia Maryland. Massachusetts through its Columbia sub
sidiaries. Revenue breakdown. 2018: electrical 33%; gas. 67%

|
Cab

ender

2016
2017
2018
2019
2020

Full
Year

4492.5
4874.6
51145
5380
5500

Full
Year
1.01
.39

1 .30
1.30
1.40

Full
Yearl

Common Stock 373103190 shs.
as Of 4/24/19
MARKET CAP: $10.5 billion (Large Cap)
CURRENT POSITION 2017 2018 3/31/19

(SMILL)
Cash Assets 29.0 112.8 151.0
Other 1734.3 1942.6 1764.0
Current Assels 1763.3 2055.4 1915.8
Accts Payable 625.6 883.8 675.2
Debt Due 1490.0 2027.2 2131.4
Other t 062.8 1125.8 1208.6
Current Liab. 3178.4 4036.8 4015.2
Fix.Chg.Cov. 259% 246% 255%
ANNUAL RATES Past Past ESld1618
of change(pe1sh} 10 Yrs. 5 Yrs. 102224
Revenues 7.0% 5.5% 5.5%
"Cash Flow" 2.5% 4.5% 6.5%
Earnings 3.0% 7.5% 12.5%
Dividends 2.5% 5.5% 9.0%
Book Value 3.5% 6.5% 70%

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Se .30 Dec.31
1436.6 897.6 861.3 1297.0
1598.6 990.7 917.0 1368.3
1750.8 1007.0 895.0 1461.7
1869.8 1055 1000 1455.2
1900 1100 1000 1500

EARNINGS PER SHARE A
Mar.81 Jun.30 Sep.30 Dec.31

.58 .09 .07 .27

.65 0.14 .04 d.16

.77 .07 .10 .38

.82 .08 .10 .30

.85 .15 .10 .30
QUARTERLY DNIDENDS PAID B .

Mar.31 Jun.80 Se .30 Dec.31
.26 .26 .155 .155 .83

.165 .165 .64

.175 .175 .70

.195 .195 .78

.155

.175

.195

.200

Cal
endar

2016
2017
2018
2019
2020

Cal
ender

2015
2016
2017
2018
2019

.155

.175

.195

.200

party has been spending considerably on
implementing safety systems and upgrad-
ing existing inf rastructure for both Gas
Distribution and Electric operations.
Usually. most of the capital expenditures
start reaping benefits within 12 months of'
investment. Still. the company will proba
bly continue to experience elevated
restoration and implementation expenses
in the  coming quarte rs . However new
rates may mitigate some of  the ongoing
cost pressures. Thus we estimate share
net for this year and next will come in at
$1.30 and $1.40. respectively.
S h a r e s  o f  N i S o u r c e  a r e  r a n k e d  3
(Average) for Timeliness. At the recent
quotation. this  equity has limited long
term capital appreciation potential. Also
we remain cautious of higher debt levels.
while  NIs  d ividend yie ld  is  modest. by
utility standards. However the company
is looking into lowcost energy sources
which will likely result in substantial sav
ings in the long run and translate into bet
ter prof its. Still. it will be a while before
these benefits start to How considerably to
the bottom line.
Emma J!l[<(S lW (l\ '  81 2 0 1 9

NiSource pos ted so lid  f irs tquarte r re -
sults. The top and bottom lines rose more
than 6% each year over year. to $1.87 bil
lion and $0.82 per share. These increases
were thanks to the growth in residential
commercial and industrial customer reve-
nues  in bo th the  Gas  Dis tribution and
Electric operations. Also the company con-
tinued with the execution of its infrastruc-
ture modernization programs. which favor
ably contributed to its overall health.
The company is  focusing on gas dis tri-
but ion sys tem saf e ty. This  mos tly in
creased after the 2018 Great Lawrence.
MA. gas explosions which were caused by
overpressurized gas distribution lines fOr
its subsidiary. Columbia Gas. Since the in
cident NiSource has been installing auto
matic shutof f  devices to avoid the over-
pressurizalion issue. The company has
also replaced 430 miles of  natural gas
pipeline. On that note NiSource now ex
pects higher costs related to the Great
Lawrence incident of  approximately be-
tween $1.5 billion and $1.6 billion.
A l l things considered, NiSource's
ne ar - t e rm  p ro f i t s  w i l l  p ro b ab l y  ad
vance at a s ingle-d ig it pace. The com-

$5.13ish.
D) In mill.
In) Spun 011 Columbia Pipeline Group (7/15)

B+
95

NMF
40

Companys Financial Strength
Stocks Price Stability
Price Growth Persistence
Earnings Predictability

To subscribe call 1800VALUELINEThis publ ication is strictly for subscribers own noncommercial internal use.

(A) Dil. EPS. Excl. nor rec. gains (losses): 05 egs. may not sum Io total due 10 rounding.
4c): gains (losses) on disc. ops.: 05 10¢: 06 (B) Divds historically paid in midFeb.. May

11 to), 07 Sc 08 ($1 14); 15 (soc) 18. Aug. Nov.. Divd reinv. avail.
($1 .48). Next es. report due late July. Qtly (C) Incl. if tang in 18: $1911 .4 million.
© 2019 Value Li ne. Inc Al l  ri ghts reserved. Factual  materi a l  i s obtai ned from sources bemused to be re l i abl e and i s provi ded wi thout warranti es of an( kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. . . o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or cher form. or used tor generating or marketing any printed or electronic publication. service or product
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STOCK INDEX
1 yr. 24.1 5.6
3 yr. 51 .8 375
5 yr. 132.1 44.9

©VALUE LINE PUB. LLC
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1.31 1.37 1.22 1.81

.88 .93 .78 1.35
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5.30 7.50 7.75 8.64

82.64 82.88 83.22
16.8 16.1 21.6

.89 .87 1.15

3.1% 3.2% 3.0%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $13502 mill. Due in 5 Yrs $370.4 mill.
LT Debt $1179.7 mill. LT Interest $48.3 mill.
Incl. $35.9 mill. capitalized leases.
(LT interest earned: 5.0x; total interest coverage:
5.0x)
Pension Assets9/18 $357.4 mall.

Oblig. $495.4 mill.
Pld Stock None

3/31/19
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39.2%
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1339.0
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11 .0%

4 0 %

2734.0

153.7

26.3%

5 .6 %

43.2%

56.8%

1950.6

2128.3

8 .8 %

13.9%

13.9%

7.0%

5 0 %

2800

1 8 0

15.0%

68_
44.0%

56.0%

2710

2705

8.0%

12.0%

12.0%

5.0%

5 7 %

2268.6

149.4

17.2%

6.6%

44.6%

55.4%

2233.7

2609.7

7.7%

12.1%

12.1%

5.0%

5 9 %

2592.5

101.0

27.1%

3.9%

39.8%

60.2%

1144.8

1064.4

9.7%

14.6%

14.6%

7.2%

5 0 %

3009.2

106.5
30.2%

3.5%

35.5%
64.5%

1203.1

1295.9
9.7%

13.7%

13.7%
6.2%

55%

2639.3

101 .8

41 .4%

3 .9 %

37.2%

62.8%

1154.4

1135.7

9 .7 %

1 4 .0 %

14.0%

6 .7 %

5 2 %

2900 Revenues($milI)*
190 Net Profit($miII)

15.0% Income Tax Rate

6.6% Net Pr01it Margin

43.0% LongTerm Debt Ratio
57.0% Common Equi Ratio

2835 Total Capital(Smill)

2760 Net Plant Sum
8.0% Return on Total CapI

12.0% Return on Shr. Equity

12.0% Return on ComE uit

5.0% Retained to Com Eq
56% AIIDivdsto NetproI

N M F

8 .3 %

45.4%

54.6%

2599.6

2651 . 1

10.2%

17.1%

17.1%

10.3%

4 0 %
83.2

522.0
605.2

1.5
768.6
770.1

Common Stock 89223463 shs.
as of 5/1/19
MARKET CAP: $4.4 billion (Mid Cap)

CURRENT POSITION 2017 2018
($MILL.)

Cash Assets
Other
Current Assets

2.2
577.2
579.4

retail/wholesale natural gas and related
ate: 2.7%. Has 1068 employ. Otf.ldir. own
k Rock . 13.2% Vanguard 9.7% (12!18
& President: Laurence M. Downes. In
Address: 1415 Wyckoff Road Wall NJ

381480. Web: www.njresources.c0m.

280.6
431 .4
90.9

802.9
543%

373.5 308.6
275.5 170.5
101 .9 104.7
750.9 583.8
545% 550%

P as t  E s t d 1618
s Vrs. to 2224

3.5% 4.5%
8.0% 4.0%
5.5% 3.5%
6.5% 4.0%
8.0% 7.0%

Past
10 Yrs.

3.5%
7.0%
7.0%
7.5%
7.0%

Full
Fiscal
Year

1880.9
2258.6
2915.1
2800
2900

UES (S mill.) A
un.30 Sep.30

93.2 469.2
457.5 536.5
543.4 647.3
530 591.9
555 620

QUARTERLY REVEN
Dec.81 Mar.31 J

444.3 574.2 3
541.1 733.5
705.3 1019.0
811.8 866.3
835 890

EARNINGS PE Full
Fiscal
Year

13

Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg. Cov.

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow
Earnings
Dividends
Book Value

Fiscal
Year
Ends
2016
2017
2018
2019
2020
Fiscal
Year
Ends
2016
2017
2018
2019
2020

1.61
1.73
2.74
2.05
2.15

R SHARE A B
Jun.30 Sep.30

. d.02

.20 d.14
5.09 d.33
.25 d.08
.28 d.05

VIDENDS PAID c .

0 Se .30 Dec.31

.23 .24
.24 .255
.255 .273
.273 .2925

Full
Vear

.93

.98
1.04
1.11

Dec.81 Mar.81

.58 .91

.47 1.21
1.56 1.62
.61 1.27
.63 1.30

QUARTERLY DI

Mar.31 Jun.3

.23 .23

.24 .24
.255 .255
.273 .273
.2925 .2925

Cab
ender

2015
2016
2017
2018
2019

BUSINESS: New Jersey Resources Corp. is a holding company
providing retail/wholesale energy svcs. to customers in NJ and in
states from the Gulf Coast to New England and Canada. New Jer
sey Natural Gas had 538.700 cusl. at 9/30/18. Fiscal 2018 volume:
266 bill. cu. it. (17% interruptible 17% res.. 9% commercial & elec.
utility. 40% capacity release programs). N.J. Natural Energy subsid

S i n c e o u r M a r c h r e v i e w . s h a r e s o f
N e w J e r s e y R e s o u r c e s h a v e c r e p t
h i g h e r .  O v e r  t h a t  t i m e  f r a m e  t h e  e q L \ i t y s
p r i c e  h a s  r i s e n  a l m o s t  6 % .  I n  c o m p a r i s o n
t h e  S & P  S O O  I n d e x  i s  t r a d i n g  u p  a b o u t  1 %
f o r  t h i s  p e r i o d .
Meanwhile. the retail and wholesale
energy services provider continues to
face a challenging operating environ-
ment this year. In fact Marchperiod
revenues declined l4.9% to $866.3 mil
lion. due to 19.5% and 4.9% drops in non
utility and utility volumes respectively.
This slowdown is also evident in NJRs
overall system throughput. which fell
7.l%. to 229.5 bcf for its fiscal second
quarter. On the profitability front operat
ing expenses rose 86O basis points as a
percentage of the top line. All told these
factors drove the bottom line 21.6% lower.
to $1.27 a share. This was moderately
above our earlier outlook of $1 .19.
We have added a nickel to our fiscal
2019 (ends September 30th) earnings
estimate. to $2.05 per share. ()Ur revis
ed call would still represent a roughly 25%
yearover-year decline. We continue to look
for modest midsingle-digit revenue

million $4.20/share.
(E) In millions adjusted for splits.

ialy provides unregulated
energy svcs. 2018 dep. r
1.3% of common. Blac
Proxy) Chairman CEO
corporated: New Jersey.
07719. Telephone: 7329

declines. to $2.8 billion for the year. This
downturn will probably stem from a reduc
tion in overall system throughput coupled
with elevated volatility in natural gas
prices. On the plus side the New Jersey
Natural Gas division added 5.030 new cus-
tomer accounts in the first six months of
this year. This business unit recently filed
a case to raise its base rate by $128.2 mil
lion. NJNG is a also seeking approval to
raise its rates by $28.6 million to recoup
costs associated with Phase II of the
Southern Reliability Link project. Still
these efforts will take some time to bear
fruit and the reduced volumes and rising
costs will likely pressure the bottom line
this year. That said. management appears
to be laying the groundwork for more
normalized growth patterns next year. The
NJNG segment is anticipated to add
2800030.000 new customer meters
through 2021. Assuming the recent rate
cases are approved NJRs 2020 top and
bottom lines may well advance 4%5%. to
$2.9 billion and $2.l5 a share.
At the recent quotation, these shares
appear richly valued.
Bryan J. Fong Muv 81. 2019

Companys Financial Strength A+
Stocks Price Stability 80
Price Growth Persistence 55
Earnings Predictability 50

To  s ubs c r i be  c a l l  1800V A LUE LINE

(A) Fiscal year ends Sept. 30th. (C) Dividends historically paid in early Jan.
(B) Diluted earnings. Otly egs may not sum to April July and October.. Dividend reinvest
tolal due to change in shares outstanding. Next rent plan available.
earnings report due early Aug. (D) Includes regulatory assets in 2018: $368.5
© 2019 Val ue L i ne. Inc. Al l  ri ghts reserved. Factual  materi a l  i s obta i ned Iron sources bel oved to be re l i ab l e and Is provi ded wi thout warranti es of Ar( kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This ptbl icatron is strictly for subscribers own noncommercial. internal use. o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or cher form. or used tor generating or marketing any printed or electronic publication. service or product



RECENT
PRICE

PIE
RATIO

29.4 RELATIVE
21.02 p1znAn0

DIV'D
YLD1.71 2.7%69.32

VALUE
LINE28.9(1':2:1N.W. NATURAL NYSE-NWN

Ralsed 1119618 49.0
39.6

50.8
41 .0

52.3
42.0

66.2
48.9

52.6
40.1

70.2
57.2

71.8
51.5

46.6
40.0

Target  P ric e Range
2022 I 2 0 2 3  2 0 2 4

.
A

-

High: 55.2 46.5
Low: 37.7 37.7
LEGENDS

1.10 x Dividends sh
divided bntere Rate
Relative noe Strength

O8uons:Yes .. .
haded area mmcalesrecession mlnnwlml

-UW Z 120
100
80
64
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TIMELINESS 3

SAFETY 1 Raiseuanalos

TECHNICAL 3 ln'II\9fed 5I!?H9

BETA .60 (l.00M8rkBU

202224 PROJECTIONS
Annl Total .I-

Return
2%
2%

Price Gain
H h B5 5 7
Légw ss (0°Z1

32

24
20
1B

12

8
I

Percent
shares
traded

15
10
5

Ins ider Dec is ions
J A s o N D J F M

IUBUY 000000000
Opti ons 0400010133
toSs 050001004
Institutional Decisions

202018 302011 402018
89 78 98
79 95 95

19840 19034 19492

10 Buy
to Sell
Nld$(0W

m
IIIIII
IIIIII

20172008 20162005 2006 2007 zeal
| I nIImnnnln1nnnm11nlnlnnnnnmmml1iHiM11M11M1n.

rzauaunzwm§§§9141949
25.69

3.92
1.86

1 .ao

23.57

3.85
1.76

127
4.90

19.52

23.61

4.93
2.12

1 .87
4.87

29.71

la2l . 4 9

2165

5.15
2.40

1.93
6.65

26.55

3a00-
Bold fig

Val
est

28.45

6.35
3.50
2.20

6.25

29.40
32.00

17.0

.95

3.7%

38.17
5.20

2.83

1.60
5.09

24.88

26.53
15.2

1.01

3.7%

3916

5.31
2.57

1.52
3.92

23.71

26.50
18.1

1.09

3.3%

26.52

1.04
d1 .94

1.88

7.43

25.85

28.74
26.9

1.41

3.0%

30.56

5.18
2.73
1.68

9.35

26.08

26.58
17.0

1.08

3.6%

33.01 37.20 39.13

4.84 4.76 5.41
2.11 2.35 2.76
1.32 1.39 1.44

3.48 3.56 4.48

21.28 22.01 22.52

27.55 27.58 27.24 26.41
15.8 16.7 17.0 15.9 16.7

.90 .88 .91 .BG .89

4.6% 4.2% 3.7% 3.7% 3.1%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $913.1 mill. Due In 5 Yrs $360.0 mill.
LT Debt $632.5 mill. LT Interest $40.0 mill.

(Total interest coverage: 3.7x)

830

85.0
21.0%

Q S
470%

53.0%Pension Assets12/18 $257.8 mill.
obiig. $455.6 mill.

Pld Stock None

Common Stock 28.965,723 shares
as of 4/26/19

3/31/19

762.2

d55.6
40.9%

NMF

47.9%
52.1%

1426.0

2255.0
NMF

NMF

NMF
NMF

NMF

28.02

5.04
2.24

1 .83
5.13

27.77

27.08
19.4

1.09

4.2%

758.5

60.5
40.8%

8.0%

47.6%
52.4%

1433.6

2062.9
5.8%

8.1%

8.1%
1.5%

81%

27.14
4.94

2.22

1.79
4.91

27.23

26.92
21.1

1 .34

3.8%

730.6

59.9
42.4%

82%
48.5%

51 .5%

1424.7

1973.8
5.7%

8.2%

8.2%

1.6%
80%

812.1
72.7

40.5%

8.9%
46.1%

53.9%

1284.8
1854.2

7.0%

10.5%

10.5%
4.0%

61%

31 .72

5.00
2.39
1 .15

3.76
26.70

26.78
19.0

1 .19

3.9%

848.8

83.9
40.4%

7.5%

47.3%
52.7%

1356.2

1893.9
6.2%

8.9%

8.9%
2.4%

73%

910

90.0
21.0%

12.3%_
46.5%
53.5%

1750

2745
7.5%

12.0%

12.0%
4.5%

63%

24.45

5.28
2.33

1 .89
7.43

26.41

28.88
26.8

1.44

3.0%

706.1

67.3
26.4%

9.5%
48.1%

51 .9%

1468.9

2421 .4
5.8%

8.8%

8.8%
2.1%

76%

27.64

5.05
2.16
1 .85

4.40

28. 12

27.28
20.7

1 .09
4.1%

754.0

58.7
41 .5%

7.8%

44.8%
55.2%

1389.0
2121 .6

5.8%

7.6%

7.6%
1 .1 °/o

85%

6.0%

9.0%

9.0%
2.0%

80%

28.9

1.41

3.3%

676.0

58.9
40.9%

8.7%

44.4%
55.6%

1529.8

2260.9
5.1%

6.9%

6.9%

9%

87%

1012.7

75.1
38.3%

7.4%

47.7%
52.3%

1261.8

1670.1
7.3%

11 .4%

11 .4%

5.0%
56%

26.39

4.91
1 .98

1 .86
4.37

28.47
27.43

23.7

1 .19
4.0%

723.8

53.7
40.0%

7.4%

42.5%
57.5%

1357.7

2182.7
5.5%

6.9%

6.9%

5%
92%

% T0T. RETURN 4119
THIS VL AFIITH.

STOCK INDEX
1 yr. 12.4 5.6
3 yr. 42.1 37.6
5 yr. 78.9 44.9

©VALUE LINE PUB. LLC

28.50 Revenues per sh

5.45 "Cash Flow" per sh
2.60 Earnings per sh A

1.97 Divds Decld per sh B.
6.65 Capl Spending per sh

28.20 Book Valueper sh D

30.50 Common Shs 0utstg
as are Avg AnnI PlE Ratio

Llne Relative PIE Ratio
sfes Avg Annl Divd Yield

870 Revenues ($milI)
85.0 Net Profit ($mill)

21.0% Income Tax Rate

9.1% Net Prost Margin

410% LongTerm Debt Ratio
53.0% Common Equi Ratio

1615 Total Capital (Smill)

2640 Net Plant $Mill
6.0% Return on Total CapI

9.0% Return on Shr. Equity

9.0% B9W@1<29m3stvi
2.0% Retained to Com Eq

76% All Dlvds to Net Prof

BUSIN
KO 100
toners
Portland
son: 3.
an an

Pipeline system. Owns local underground storage. Rev. break
down: residential 37% commercial 22%; industrial gas trans
portation 41%. Employs 1167. BlackRock Inc. owns 15.0% of
shares officers and directors 1.1% (4/19 proxy). CEO: David H.
Anderson. Inc.: Oregon. Address: 220 NW 2nd Ave. Portland OR
97209. Tel.: 5032264211. In.: www.nwnatural.com.

distributes natural gas
in Oregon (89% 01 cus

e. Principal cities served:
A. Service area popula
gas supply from Canadi
0n rights on Northwest

Ear ni ngs per shar e expanded to i t  expansi on over  the long haul

|
Cab

ender

2016
2017
2018
2019
2020

Full
Year

676.0
762.2
706.1
830
870

Full
Year

2.12
d1 .94

2.33
2.40
2.60

l

MARKET CAP $2.0 billion (Mid Cap)

CURRENT POSITION 2017 2018
(SMILL)

Cash Assets 3.5 12.6 12.8
Other 266.4 283.3 259.3
Current Assets 269.9 295.9 272.1
Accts Payable 112.3 115.9 103.2
Debt Due 150.9 247.6 280.6
Other 118.7 145.6 142.3
Current Liab. 381.9 509.1 526.1
Fix .Chg.Cov. 362% 357% 369%

ANNUAL RATES Past P as t  E S ld16-18
of changelpershj 10 Yrs. 5 Yrs. l02224
Revenues 4.5% 3.0% 2.5%
"Cash Flow" 3.0% 5.5% 9.0%
Earnings 10.5% 18.0% 27.0%
Dividends 2.5% 1.0% 2.5%
Book Value 2.0% .. 1.0%

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Se .30 Dec.31

255.6 99.2 87.7 233.5
297.3 136.3 88.2 240.4
264.7 124.5 91 .2 226.7
285.3 130 120 294.7
300 140 130 300

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.31

1.33 .07 d.29 1.01
1.40 .10 d.30 d3.14
1.46 d.01 d.39 1.27
1.50 NII d.40 1.30
1.55 .10 d.25 1.20

QUARTERLY DNIDENDS PAID B . Full

Mar.31 Jun.80 Se .30 Dec.31 Year

.465 .465 .4675 1.86
.4675 .470 1.87
.470 .4725 1.88
.4725 .475 1.89

Cal
endar

2016
2017
2018
2019
2020

Ca#
ender

2015
2016
2017
2018
2019

.465

.4675
.470
.4725
.475

.4675

.470

.4725
.475

ESS: Northwest Natural Holding Co.
0 communities 750000 customers
) and in southwest Washington stat
d and Eugene OR: Vancouver W
7 mill. (77% in OR). Company buys

d U.S. producers: has transportati

No r th we s t  Na tu r a l  Ho ld i n g  r e c o r d e d  n o n o t i c e  n a tu r a l  g a s  d e l i ve r y  t o  P o r t l a n d
a n i m p r o ve d f i r s t q u a r t e r p e r f o r m Gener al Elec tr i c  and wi ll l i kely  dr i ve pr of -
a l l c e .
$1. 50 dur i ng the quar ter  as a c ooler than Th e  d i ve r s i f i c a t i o n  i n t o  wa te r  u t i l i t i e s
a ve r a g e  wi n te r  o c c u r r e d  i n  t h e  Or e g o n  o u g h t  t o  s t r e n g th e n  th e  b u s i n e s s  p o r t
area.  Addi tionally .  higher  rates were in ef f oli o.  Nor thwest has r ec ently  r ec ei ved ap
feet and the  c ompany  benef i ted  f r om a  pr ova l  to  c omple te  i ts  ac qu i s i t i on  o f  Sun
str ong Por t land metr o  envi r onment.  wh i c h r i ver  Ut i l i t i es .  and sever a l  o ther  oper a-
has d i i ven  demand h i gher  th r ough mor e  l i ons  have been pur c hased over  the  past
households.  Sti ll a  lar ge one- t i me d i sa l f ew quar te r s .  The  move  i n to  o the r  bus i
lowance on a pension recovery  charge l1 ur l ness lines should bolster  prof i t growth.  All
shar enet gr owth dur i ng the quar ter .  told.  we think the c ompany  wi ll ear n $2.60
Str onger  r esults over  the r est of  the y ear  per  shar e i n 2020 and $3. 50 by  the 2022-
appear  li kely  as the Or egon Publi c  Uti l i ty  2024 per i od.
Commission recently approved h i g h e r  Th e  d i vi d e n d  i s  a p p e a l i n g .  Th o u g h  th e
r ates.  Too.  Nor thwest i s  a l lowed to r ec over  y i e ld r emai ns lower  than other  ut i l i t i es.
a r ound  $7  mi l l i on  annua l ly  i n  pens i on  we  th i nk  tha t  the  pay ou t  r ema i ns  sa f e  and
c har ges though th i s wi l l  be mostly  of f set well c over ed by  c ash How.  I t  wi l l  l i kely  ex
by  ar ound $6 mi l l i on that wi l l  be r e tur ned pand at an i mpr oved c l i p  go i ng f or war d.
to c ustomers due to lower  U.S.  tax rates.  aided by  the Mist storage fac i li ty  prof i ts.
Labor  c osts  ar e  s la ted  to  expand wh i c h  S h a r e s o f No r t h we s t N a t u r a l a r e
may  hamper  margins a bi t.  All told.  we c s n e u t r a l l y  r a n k e d  f o r  T i me l i n e s s .  To o .
t i mate  net i nc ome wi l l  be  $2. 40 per  shar e they  ar e  t r ad i ng above our  3 to  5 y e a r
for  the full year . Tar ge t  P r i c e  Range.  W e th i nk  tha t  most
Th e  Mi s t  s to r a g e  f a c i l i t y  sh o u ld  a i d  a c c o u n ts  wo u ld  b e  b e s t  se r ve d  wa i t i n g  f o r
ear n i ngs gr owth.  Management expec ts  a  d i p  i n  pr i c e bef or e maki ng any  new equi -
Mist wi ll he plac ed into servi c e by  the end Ty  c ommi tments.
o f  May .  I t  r emai ns c ontr ac ted to  pr ovi de John E.  Sr iber r  I I I

(B) Dividends historically &\id in midFebruary.
Novem r.

Muv 31.  2( ) ]9

A
95
20
10

Companys Financial Strength
Stocks Price Stability
Price Growth Persistence
Earnings Predictability

To  s ubs c r i be  c a l l  1800V A LUE LINE

(A) Diluted earnings per share. Excludes non (D) Includes intangibles. In 2018: $371.8 mil
recurring items: 06 [$0.06). 08 ($0.03) 09. May August. and lion $12.87/share.
6¢ May not sum due to rounding. Next earn . Dividend reinvestment plan available.
ings report due in early August. (C) In millions.
© 2019 Value Line. Inc All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of Ar( kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This prblicalion is strictly for subscribers own noncommercial internal use. o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or clever form. or used for generating or marketing any printed or electronic publication. service or product
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38.4
30.8

31.1
25.3

33.7
26.6

29.0
22.9

34.8
22.1

36.7
28.0

Target Price Range
2022 2023 2024
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Highs 20.3 20.4
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est

53 . 31

1 6 . 9

1 .08

3 . 2 %

2 1 . 0 0

3 . 7 5

2 . 4 0

1 . 4 0

6 . 5 0

2 0 . 0 0

1 0 0 . 0 0

1 6 . 0

. 9 0

3 . 6 %

18 . 4

1 .15

2 . 8 %

1 5 . 9

. 9 6

3 . 1 %

1 8 . 9

1 . 0 6

3 . 1 %

731 . 4

97. 1

5 8 . 3 3

1 8 . 0

. 9 5

3 . 4 %

8 8 7 . 0

1 0 4 . 0

13.17 14.75 15.89 15.88 16.15 16.18

1.12 1.22 1.25 1.75 1.60 1.14

.68 .79 .66 1.23 1.05 1.14

.39 .41 .43 .46 .51 .so

1.18 1.60 1.26 .94 1.04

5.63 6.75 7.55 8.12 8.67

52.92 55.52 57.96 59.22
13.3 14.1 16.6 11.9 17.2

.76 .74 .88 .64 .91

4.3% 3.7% 3.0% 3.2% 2.8%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $28069 mill. Due in 5 Yrs $1623 mill.
LT Debt $2117.9 mill. LT Interest $75.0 mill.

Leases, Uncapitalized Annual rentals $.8 mill.
Pension Assets12/18 $287.2 mill.

oblig. $402.2 mill.
Pld Stock None

Common Stock 92,388,576shs.
as of 5/1/19

3/31/19

2100

235
21.0%

11.2%

58.0%
42.0%

4750

6000
6.0%

12.0%

12.0%

5.0%
60%

1650

100
21.0%

618
58.5%
41.5%

3750

4100
3.5%

6.5%

6.5%
NMF

NMF

13.3%

45.1%

54.9%

1507.4

1859.1

8.8%

11 .7%

11.7%

4 .8 %

5 9 %

15.63

2.79

1.23

1.10

3.43

14.99

79.55

27.9

1.40

3.2%

1243.1

98.1

42.0%

7.9%

48.5%

51 .5%

2315.4

2700.2

5.1%

8.2%

8.2%

.9 %

8 9 %

11 .7%

48.0%

52.0%

1791 .9

2134. 1

6 .4 %

11 .2%

11 .2%

4 .3 %

8 1 %

13.52

2.42

1 .44

1 .02

4.87

14.62

70.97

17.9

.90

3 .9 %

959.6

99.0

5 . 9 %

10.3%

49.2%

50.8%

2043.9

2448.1

5 .4 %

9 .5 %

9 .5 %

2 .8 %

7 1 %

19.20

2.91

1 .38

1 .13

3.99

14.82

85.51

22.8

1 .22

3.6%

1641.3

116.2

21 .0%

7.1%

62.4%

37.6%

3373.9

3653.5

4 .4 %

9.2%

9 .2 %

1 .7 %

8 2 %

15.48

2.10

1.35

.6 8

2.79

9.54

59.75

16.8

1.07

3 .0 %

925. 1

s1 .0

15.2%

8 .8 %

37.4%

62.6%

910.1

1193.3

9 .5 %

1 4 .2 %

14.2%

7 .1 %

5 0 %

15.0

1.00

3.4%

845.4

71.3

23.0%

8 .4 %

36.5%

63.5%

856.4

1073.1

9.0%

13.1%

13.1%

6.4%

5 1 %
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STOCK INDEX
1 yr. 7.8 5.6
3 yr. 27.6 375
5 yr. 33.9 44.9
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1195 Revenues per sh

2.70 "Cash Flow" per sh
1.60 Earnings per sh A

1.25 Divds Decld per sh B .
4.95 Capl Spending per sh

1720 Book Value per sh C

96.00 Common Shs Ouisfg
as are Avg AnnI PlE Ratio

Llne Relative PIE Ratio
sfes Avg AnnI Divd Yield

1725 Revenues ($milI)
150 Net Profit ($miII)

21.0% Income Tax Rate

_g.7°i Net Pr01it Margin

59.0% LongTerm Debt Ratio
41.0% Common Equi Ratio

4000 Total Capital (Smill)

4600 Net Plant Sum
5.0% Return on Total CapI

9.0% Return on Shr. Equity

9.0% B§t1u1QlQQmiqui\
2.0% Retained to Com Eq
80% All Dlvds to Net Prof

13 . 04

2 . 67

1 . 34

1 . 0 6

3 . 5 0

1 8 . 2 2

7 9 . 4 8

21 . 7

1 . 14

3 . 6 %

1 0 3 6 . 5

1 0 2 . 8

4 2 . 0 %

9 . 9 %

3 8 . 5 %

61 . 5%

2 0 9 7 . 2

2 6 2 3 . 8

5 . 4 %

8 . 0 %

8 . 0 %

1 . 6 %

8 0 %

7 0 6 . 3

93 . 3

1 0 . 8 %

1 3 . 2 %

4 5 . 0 %

5 5 . 0 %

1 3 3 7 . 6

1 5 7 8 . 0

7 . 4 %

1 2 . 7 %

1 2 . 7 %

5 . 8 %

5 5 %

8 2 8 . 5

87 . 0

2 2 . 4 %

1 0 . 5 %

4 0 . 5 %

5 9 . 5 %

1 0 4 8 . 3

1352 . 4

8 . 9 %

1 3 . 9 %

1 3 . 9 %

6 . 7 %

5 2 %

mercia 22%; cogen. and electric gen. 13%: industrial 19%. Acq.

510.3
520.7
332.9
689.0
183.2

1205.1

S h a r e s o f Q o u t h J e r s e y I n d u s t r i e s
Ra 161 a
0 2224

4.5%
5.0%

105%
4.0%
4.5%

|

1036.5
1243.1
1641.3
1650
1725

Cab
ender

2016
2017
2018
2019
2020

1

.05 .4275

Long - te r m p r ospec ts  appea r  r e la t i ve ly
we

1.60

l Year

replacement programs

MARKET CAP: $3.1 billion (Mid Cap)

CURRENT POSITION 2017 2018
(SMILL)

Cash Assets 7.8 30.0
Other 431 .2 633.2
Current Assets 439.0 663.2
Accts Payable 284.9 410.5
Debt Due 410.2 1004.4
Other 188.0 165.9
Current Liab. 883.1 1580.8
Fix. Chg Cov. 177% 112%

ANNUAL RATES Past Pas t  Es
01 change (per so 10 Yrs. s Yrs. t
Revenues 6.0%
"Cash Flow" 5.0% 3.5%
Earnings 1.5% 2.5%
Dividends 8.0% 6.0%
Book Value 65% 6.0%

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Se .30 Dec.31

333.0 154.4 219.1 330.0
425.8 244.4 227.1 345.8
521 .g 227.3 302.5 589.6
637.3 260 275 4777
650 275 300 500

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.3

. .12
.72 .06 d.05 .50

1.19 .07 d.27 .39
1.09 NII d.30 .31
1.20 .08 d.15 .47

QUARTERLY DIVIDENDS PAID B.

Mar.31 Jun.80 Se .30 Dec.31
.251 .251 .515

.284 .536

.273 .553

.280 .567

.264
.273
.280
.287

Cal
endar

2016
2017
2018
2019
2020

Ca#
ender

2015
2016
2017
2018
2019

NJ 08037. Tel.: 6095619000. Internet: www.siindustries.c0m.

menti oned ac qui s i t i ons of  E li zabethtown
Gas and E lk ton Gas should a lso suppor t

Elizabethtown Gas has  f i led  a
$518 million f ive-year inlrastlucture re-
placement program with the New Jersey
Board o' Public Utilities. A linal decision
in this matter is expected in the current
year. Efforts by the company to divest non
core operations are also encouraging. Else
where. we look for improvement on the
nonutility s ide. though a measure of  un
evenness here may well persist.

s t o c k  i s  r a n k e d  t o  t r a c k  t h e
b r o a d e r  ma r k e t  a ve r a g e s  f o r  t h e  c o m
i n g  s i x t o  1 2  mo n t h s .  L o o k i n g  f u r t h e r
out.  we ant i c i pate gr eater  r evenues and

bottomline improvement for
the company over the pull to early next
decade. Moreover, South Jersey earns good
marks for Safety Financial Strength. and
P11ce Stability. Volatility is below average
as well. All things considered these shares
of fer decent riskadjusted longterm total
return potential. This is  supported by a

dividend yield. Conservative
incomeseeking subscribers may want to
take a closer look.
Mi(./ure/ Napoli. CFA Ma.v 81. 2019

A
80
20
65

Companys Financial Strength
Stocks Price Stability
Price Growth Persistence
Earnings Predictability

To  s ubs c r i be  c a l l  1800V A LUE LINE

10.4 BUSINESS: South Jersey Industries Inc. is a holding company. Jersey Exploration Marina Energy South Jersey Energy Service
Dist. natural gas to approx. 685000 customers in New Jersey and Plus. and SJI Midstream. Has about 1100 employees. Otl.ldir. own
Maryland. South Jersey Gas rev mix 18: residential. 46% com less than 1% of common BlackRock. 14.9% The Vanguard Group

. 10.9% (ans proxy). Pres. & CEO: Michael J. Renna. Chairman:
Elizabethtown Gas and Elkton Gas 7/18. Nonutil. operations in Walter M. Higgins Ill. Inc.: NJ.Addr.: 1 South Jersey Plaza Folsom
elude South Jersey Energy South Jersey Resources Group. South

74%
have  edged  highe r in p r ic e  in rec ent
months. The company posted mixed re growth.
suits for the March quarter. The top line
increased considerably for the recent peri
od. Revenue benefited from the addition of
Elizabethtown Gas and Elkton Gus (corn~

Full pleted lust July). but the lirst-q1larter per
Year formance rellecls transitionyear timing

pressures associated with the compasS
business transformation plan. All told op
erating expenses were also signif icantly
greater and earnings per share of  $1.09 This
came in shy of  the priorycar tally. This

Full pattern will likely continue in the coming
Year quarters. and we expect healthy revenue
1.34 but a bottom-line pullback br f ullyear s ignif icant
1.23 2019.
1.38
1 . 1 0  f a vo r a b l e  h e r e ,  a n d a n t i c i p a te

s o l i d  b o t to m l ine  g ro wth f ro m  2 0 2 O
Full onward . Ut i l i ty South Je rsey Gas  wi l l

likely contimre to post moderate gains in
1.02 the customer base. driven largely by con-
1.06 versions from alternative fuels. Infrastruc- healthy
1.10 tune al lo w this
1.13 bus iness to  invest in its  sys tem while

e a r n i n g  a n  a u t h o r i z e d  r e t u r n .  T h e  a f o r e -

gain (loss): 08. $0.16 09 ($0.22) 10 ly April July. Oct. and late Dec.. Div. rein
[$0.24) 11. $0.04 12 ($0.03) 13 [$0.24) vest. plan avail. (C) Incl. reg. assets. In 2018:
14 i$0.11)..15 $0.08 16 $0.221 17 ($127). $668o mill. $7.75 per shr. tv) In mill. adj. for
Next es. rpl. early August. (B) Divds paid ear split.
m at er ia l  is  obt a ined f rom  s ourc es  be l iev ed t o  be re l iab le  and is .  prov ided wi t hout  warrant ies  o f  ur l , k ind.

ORS OR OMISSIONS HEREIN.  This  piblrcat ron is  s t ric t ly  f or subscribers  own noncommerc ial.  internal use. o pai l
tinted. electronic or oliv ier f orm. or used tor generating or marketing any  pf inled or electronic publication. serv ice of  product

(A) Based on economic es. from 2007. GAAP
EPS: 08 $1.29, 09 $0.97 10. $1.111 11
$1.49; 12, $1.49 .13 $1.28; 14 $1.46 15
$1.52: 16 $1.56 17. ($0.04). Excl. nonrecur.
© 2019 Value Line. Inc. All rights reserved. Factual
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERR
01 it may be reproduced. resold. stored or transmitted in any p
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93.40

3.87
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1.45
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19.79
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.7 5

4 .4 %
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4.11

2.43

1.57

2.56

24.02
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.B7
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49.90
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26.67

2 2 5 5
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.8 6

3.9%
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55.00

18.0

1.00
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.8 9

3.1%

85.49

4.56
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13.4

.8 9

3.9%

54.95 59.59

3.15 2.79

1 8 2 1.82

1.34 1.35

2.67 2.45

15.65 16.96

19.11 20.98

13.6 15.7
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5 .4 % 4.7%

CA P I T A L  S T RUCT

T o ta l  De b t  $ 2 2 5 6 .

LT  Debt $2041 .g  m

(T o ta l  i n te rest  cove

75.43 93.51

2.98 3.81

1.90 2.37

1.37 1.40

2.84 2.97

17.31 1 8 8 5

21.17

16.2 13.6

.8 6 .7 3

4 .4 % 4 .3 %

URE  a s o f  3 / 3 1 / 1 9

9 m i l l .  Due i n  5  Yrs $540.0  m i l l .

ull. LT  In te rest  $85 .0  m i l l .

ra g e ;  2 .8 x)

1976.4

136.9

31 .2%

6 .9 %

53.0%

47.0%L e a se s,  Un ca p i ta l i ze d  An n u a l  re n ta l s $ 9 .7  m i l l .
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54.0

33 .4%
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40.5%

59.5%

899.9

884.1
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10.1%

8.G%

0 4 %

1125.5

62.6

29.6%

5.6%

36.1%

63.9%

941 .0

1019.3

7.9%

10.4%

10.4%

4.3%

5 9 %

1985.0

214.2

32 .4%

10.9%

45.7%

54.3%

4155.5

3970.5

6 .3 %

9.5%

9 .5 %

4 .7 %

5 1 %

2000

2 0 0

23.5%

10.0%

44.0%

56.0%

4490

4170

5 .5 %

8.0%

8.0%

3.0%

6 2 %
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2 7 5

24.0%

9 .2 %

40.0%

60.0%

8 6 5

4 8 2 5

7.0%

9.6%

4 .5 %

4.5%

5 3 %

5 .1 %

8 .7 %

8 .7 %

3 .7 %

5 8 %

19.5

1.03

3.1%

1537.3

144.2

32 .5%

9.4%

50.9%

49.1%

3601 .9

3390.9

4.9%

8.2%

8.2%

3 .3 %

5 9 %

37.68

3.87

2.35

1.76

3.96

34.93

43.18

19.8

1 .04

3 .8 %

1627.2

84.6

27 .6%

5 .2 %

55.1%

44.9%

3359.4

2759.7

3 .1 %

5 .6 %

5 .6 %

1 5 %

7 3 %

31 .10

3.12

2.02

1.70

4.00

32.00

32.70

21.3

1.20

4 .0 %

1017.0

52.8

25 .0%

5.2%

46.6%

53.4%

1959.0

1776.6

3.3%

5.0%

5.0%

1 .0 %

8 1 %

36.07

6.54

3.43

2.10

9.08

41 .26

48.26

19.8

1.00

3.1%

1740.7

161.6

32 .4%

9.3%

50.0%

50.0%

3986.3

3665.2

5.0%

8.1%

8.1%

3.3%

6 0 %

1895.2

64.3

33 .6%

3.4%

42.9%

57.1%

906.3

855.9

8.7%

12.4%

12.4%

5.9%

5 3 %

71 .48

4.62

2.86

1.61

3.02

25.56

22.43

13.0

.82

4 .3 %

1603.3

83.8

31 .4%

4 .0 %

38.9%

6 1 1 %

937.7

928.7

8 .1 %
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11 .1 %

4 .9 %
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3 9 . 6 0  Re ve n u e s p e r sf  A

Z 3 0  " C a sh  F l o w " p e r sh

3 . 9 0  E a rn i n g s p e r sf  A  B

2 . 4 6  D i v d s  De c l d  p e r  s h  C .

11.70 CapISpending per s f

50.00 Book Value per  s f  D

Common Shs 0utstg

A v g A nnl PlE Ratio

Relative PIE Ratio

A vg  A n n l  Di vd  Y i e l d

21oo Revenues ($milI) A

200 Net Prolit  ( $mill)

24.0% Income Tax Rate

9 .5 % Ne t  P ro f i t  M a rg i n

4 3 .0 % L o n g T e rm  De b t  Ra t i o

5 7 . 0 % Co m m o n  E q u i Ra t i o

4635 T ota l  Capi ta l  (Sm i l l )

4300 New Pl an t Sm i i i

5 .5 % Re tu rn  o n  T o ta l  Ca p l

7 .5% Re tu rn  on  Sh r.  Equ i ty

15% B9t9r1n92"; oil
3 .0 % Re ta i n e d  to  Co m  Eq

6 3 %  A l l D i v d st o  N e t p r o t

M A RK E T  CA P :  $ 4 .3  b i l l i o n  (M i d  Ca p )

CURRE NT  P O S I T I O N 2 0 1 7 2 0 1 8
(SMILL)

C a sh  A sse t s
O t h e r

C u r r e n t  A sse t s

B US I NE S S :  S p i re  I n c .  f o rm e rl y  kn o wn  a s t h e  L a c l e d e  G ro u p .  I n c . .

i s a  h o l d i n g  co m p a n y fo r n a tu ra l  g a s u t i l i t i e s wh i ch  d i st ri b u te s n a te

ra j  g a s a cro ss M i sso u ri  i n c l u d i n g  th e  c i t i e s o f  S t .  L o u i s a n d  K a n sa s

Ci t y .  Ha s ro u g h l y  1 . 7  m i l l i o n  c u st o m e rs.  A c q u i re d  M i sso u r i  G a s

9 / 1 3  A l a b a m a  G a s Co  9 / 1 4 .  u t i l i t y  t h e rm s so l d  a n d  t ra n sp o rt e d  i n

f i sca l  2 0 1 8 :  3 .3  b i l l .  Re ve n u e  m i x fo r re g u l a te d  o p e ra t i o n s:  re si d e n

The
Gas

i n  s t r e ng t he n i ng  t he
segment. Sp ire  has  been

l

A c c t s P a y a b l e 2 5 7 . 1 2 9 0 . 1 3 2 4 . 8
D e b t  D u e 5 7 7 . 3 7 2 9 . 1 7 2 7 . 0
O t h e r 2 6 3 . 5 3 0 2 . 5 6 0 9 . 7

Cu rre n t  L i a b . 1 0 9 7 . 9 1 3 2 1  .7 1 3 3 6 . 7

F i x .  C h  . C o v . 3 6 1 % 2 8 4 % 3 0 0 %

A NNUA L  RA T E S P a st P a st E s t d  1 6 1 8
of change(persh] 10 Yrs. 5 Yrs. 1 0 2 2 '2 4
R e v e n u e s 9 . 5 % 6 . 5 % 7 . 0 %
" C a sh  F l O w " 5 . 5 % 1 0 . 5 % 6 . 0 %
E a rn i n g s 4 . 0 % 7 . 5 % 5 . 5 %
Di v i d e n d s 4 . 0 % 5 . 0 % 4 . 0 %
B o o k V a l u e 7 . 5 % 8 . 0 % 4 . 0 %

F i sc a l

E n d s De c . 3 1 M a r. 3 1 J u n . 3 0 S e p . 3 0 Y e a r

2 0 1 6 3 9 9 .4 6 0 9 .3 2 4 9 .3 2 7 9 .3 1 5 3 7 .3

2 0 1 7 495.1 6 6 3 .4 3 2 3 . 5 2 5 8 . 7 1 7 4 0 . 7

2 0 1 8 5 6 1 . 8 8 1 3 .4 3 5 0 . 6 2 3 9 .2 1 9 6 5 .0

2 0 1 9 6 0 2 .0 8 0 3 .5 3 5 0 2 4 4 . 5 2 0 0 0

2 0 2 0 6 3 0 8 4 0 3 7 0 2 6 0 2 1 0 0

F i sc a l EARNINGS PER SHARE A BF

E n d s De c . 3 1 M a r. 3 1 J u n . 3 0 S e p . 3 0

2 0 1 6 1 .0 8 2 .3 1 .2 4 d . 3 1 3.24

2 0 1 7 . 9 9 2 .3 6 . 4 5 d . 2 8 3 .4 3

2 0 1 8 2 .3 9 2 .0 3 . 5 2 d . 5 1 4 .3 3

2 0 1 9 1 .3 2 3.04 . 2 0 d . 7 1 3 . 8 5

2 0 2 0 1 . 3 5 2 . 6 0 . 5 0 d . 5 5 3 . 9 0

QUARTERLY DIVIDENDS PAID c .

M a r. 3 1 J u n . 3 0  S e  . 3 0 De c . 3 1

. 4 6 . 4 6 . 4 6 . 4 6

. 4 9 4 9 . 4 9 .4 9

e n d e r

2 0 1 5

2 0 1 6

Year
1.84
1.96 T he re  are  s o m e  th ing s  to  c o ns id e r ,

though. The Marketing line seems to be

dial. 66% commercial and industrial 24%; transportation 6%.
other, 4%. Has around 3366 employees. Ollicers and directors
own 2.9% of common shares; BIackRock 13% (1/19 proxy). Chair
man: Edward Glot2bach: CEO: Suzanne Sithenwood. Inc.: Missouri.
Address: 700 Market Street So. Louis Missouri 63101. Telephone:
3143420500. Internet: www.theIacIedegr0up.com.
ing investments. Recall that its marketing
growth strategy mainly focuses on physi-
cally connecting natural gas and users.
Meanwhile the construction of  the Spire
STL Pipeline. which started last Decem
ber. appears to be proceeding smoothly
and is expected lo be in service by the end
of this fiscal year. As for the Spire Storage
operations. the company has invested
about $130 million to date (including ac
quisitions). which is expected to bear fruit
in the latter half  of  f iscal 2020. All told. it
may take some time before the aforemen-
tioned initiatives start manifesting notably
on the bottom line. We say this because
costs resulting from these efforts will like
ly weigh on near-tenn prof its. Therelore.
we estimate share earnings for this f iscal
year and next will come in at $3.85 and
$3.90. respectively.
Good-qual i ty shares  o f  Sp ire  I nc . are
r a n k e d  t o  p e r f o r m  i n  l i n e  w i t h  t h e
b r o ad e r  m ar ke t  ave r ag e s  o ve r  t he
coming  s ix to  12  months  (T ime liness :
3) At the recent quotation this issue has
below-average long-term capital appreci-
ation potential.
Emma J(l[((S Muv 31. 2()I 9

B + +

9 5
5 0
7 0

Co m p a n y s F i n a n c i a l  S t re n g t h

S t o c ks P r i c e  S t a b i l i t y
P r i c e  G ro wt h  P e rsi st e n c e

E a rn i n g s P re d i c t a b i l i t y

T o  s u b s c r i b e  c a l l  1 8 0 0 V A L U E L I N E

7 .4 4 . 4 1 1 . 1
7 1 8 . 1 6 5 5 . 2 7 8 2 . 5

7 2 5 . 5 6 5 9 . 6 7 9 3 . 6

Spire I nc . posted mixed second-
q uar te r  re s ul ts .  T he  to p  l ine  s l ip p e d
about l% year over year to $804 million
mostly due to 2.018 rate resets. along with
lower gas costs recoveries and demand.
Meanwhile the bottom line increased to
$3.04 per share versus $2.03 a share in
the yearago period. This  was thanks to

Vear QUARTERLY REVENUES($mlll.)'* F'?;'éLi earnings growth in gas utilities and strong
performance by the Spire Marketing line.
On an ad jus ted bas is  share net (or net
economic earnings) rose more than 2%
over the previous years tally to $2.90.

company
Full . Uririry . . . . .

Vear Fiscal growing the utilities business through in-
Year creased capital investments which mainly

focus on the replacement of older pipes.
Besides the modernization of  inf rastruc
ture. management is also upgrading tech
nology to stay competitive. We think Spire
is  on the right track in terms of  growing

Cal Full and transforming its business especially
since most of  its growth is driven by the
Gas Utility operations.

2 0 1 7 . 5 2 5 . 5 2 5 . 5 2 5 . 5 2 5 2 .1 0

. 5 6 2 5 .5 6 2 5 2 .2 5 d o i n g w e l l t h a n k s t o m a n a g e m e n t s  o n g o

(A ) Fi sca l  ye a r e n d s S e p t .  3 0 th .  (B ) B a se d  o n due  l a te  Ju l y.  (C) Di vi dends h i sto ri ca l l y pa i d  i n $23 .11 /sh .  (E ) In  m i l l i ons.  (F) Ot l y.  egs.  m ay
d i l u te d  sh a re s o u tsta n d i n g .  Excl u d e s n o n re cu r e a rl y  Ja n u a ry .  A p ri l  Ju l y  a n d  O c t o b e r. .  Di v i n o t  su m  d u e  l o  ro u n d i n g  o r ch a n g e  i n  sh a re s

ri n g  l o ss:  0 6  7 ¢ .  Excl u d e s g a i n  f ro m  d i sco n t i n dend  re i nvestm en t  p l an  ava i l ab l e .  (D) Incl . o u t sta n d i n g  i n  2 0 1 4  2 0 1 6  a n d  2 0 1 7 .

re d  o p e ra t i o n s:  0 8  9 4 ¢ .  Ne x t  e a rn i n g s re p o rt d e fe rre d  ch a rg e s.  In  1 8 :  $ 1 1 7 1 .6  m i l l .

© 2019 Va l ue Une. Inc. Al l M  reserved. Factua l  m ateri a l  i s ob ta i ned Im m  sources M kwd to  be  re l i ab l e  and Is.  p rovi ded wi thout warran t i es o f  Ar( kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. Th1S pwmalm s strictly for subscribers own nonwmmeroal  internal  use. o part
of it may be reproduced. msW. stored or UanwinM in any printed. electronic or our form. or used tor generating or mMetiw any printed or eewoM Mlicalion. service or product
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RECENT
PRICE /84.52

VALUE
LINE20.1 (I.':2:s%38) '8.%'é3¥1%1.19 et." 2.6%SOUTHWEST GAS NYSESWX

TIMELINESS 3 7 9 . 6
5 3 . 5

4 6 . 1
3 9 . 0

8 5 . 7
7 3 . 3

4 3 . 2
3 2 . 1

8 6 . 9
7 2 . 3

6 4 . 2
4 7 . 2

5 6 . 0
4 2 . 0

6 3 . 7
5 0 . 5

8 6 . 0
8 2 . 5

Target Price Range
2022 2023 2024

Hi g h : 3 3 . 3 2 9 . 5
L o w : 21 .1 1 7 . 1

L EGENDS
1.25 x Dividends sh
divided be ]ntele Rate

. . Relative noe Strength
Oghuonsz Yes . . .

aded area rndrcales recessmn nlniannnnzh-I lmlmi mul
A -mmnnlwmnnnm

Low/ered 30119

SAFETY 3 l.UlI1Efed 1I4v91

T E CHNI CA L 3 ln'I1Héd 5J24!f9

BETA .7 0  (l . 0 0 M8rkBU

2 0 2 2 2 4  P RO J E CT I O NS
A n n I T o t a I

Re t u rn
9 %
N l l

P ri ce Ga l n

Hi gh 1 1 0 ( + 3 0 %
L o w 7 5 ( 1 0 %

I

1 6 0

1 2 0
1 0 0

8 0

6 0
5 0

4 0

3 0! ! inumIImll
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20
1 5

% T 0T . RET URN 4119

Pe rce n t
sh a re s
t ra d e d

1 5
1 0
5
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STOCK
17.0
38.3
72.6
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INDEX
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202018 302011 4021118
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54.31

8.14

3.68

2.08

14.44

42.47

41 .77

7 7 3

2.86

1 .18

8 5 7

28.35

41 .07

6.81

2.43

1 .06

8.29

26.66

40.18

6.46

2.27

1.00

4.73

25.62

42.00

6.16

1 .94

.9 5

4.81

24.44

. mlzlkllmilazilziailziri 13103

68.95

13.55

5.85

2.60

20.70

59.50

58.00

16.0

. 9 0

58.90

9.70

4.20

2.18

15.75

45.35

54.00

Bold fig ras are
Val Llne
est sfes

50.28

6.21

1.95

.8 6

7.96

22.98

42.81

17.3

.9 2

2 6 %

20.6

1.10

3.2% 2.8%

40.14

5.57

1.56

.8 2

8.23

19.18

36.79

14.3

.7 6

3.5%

51.82

9.29

3.18

1.80

11 .15

35.03

47.48

21 .6

1 .13

2.6%

15.0

.9 5

2.8%

42.08

8.24

3.11

1 .32

7.88

30.47

46.36

15.8

.8 9

2.7%

20.3

1.22

3.2%

53.00

8.83

3.62

1.98

12.97

37.74

48.09

22.2

1 .12

2.5%

12.2

.81

4 .0 %

2460.5

152.0

33.9%

6.2%

48.2%

51 .8%

35.96 43.59 48.47 48.53

5.11 5.20 5.97 5.76

1.13 1.25 1.98 1.39

.8 2 .8 2 .8 2 .9 0

7.09 7.49 8.27 6.79

18.42 19.10 21.58 23.49

34.23 41.77

19.2 15.9

1.09 .BG

3 .8 % 2 .6 %

CA P I T A L  S T RUCT URE  a s o f  3 / 3 1 / 1 9

T o ta l  Deb t  $23292  m i l l .  Due  i n  5  Yrs $869 .1  m i l l .

LT  Debt $2106.3  m i l l . LT  In te rest  $90 .0  m i l l .

(T o ta l  i n te rest  coverage :  3 .6x) (4 6 % o f  Ca p l )

L e a se s Un ca p i ta l l ze d  An n u a l  re n ta l s $ 1 1  .0  m i l l .

P e n si o n  A sse t s1 2 / 1 8  $ 8 3 8 . 0  m i l l .

Ob l i g .  $1186 .0  m i l l .

P f d  S t o c k No n e W
Co m m o n  S t o c k 5 8 , 3 9 6 5 8 3  sh s.

as o f  4 /30 /19

3 /3 1 /1 9

5.8%

9.1%

9.1%

4 .1 %

5 5 %

1950.8

145.3

35 .0%

7.4%

49.4%

50.6%

2793.7

3486.1

8.3%

10.3%

10.3%

6.1%

4 1 %

4 0 0 0

3 3 5

21.0%

8 .4 %

45.0%

55.0%

6300

7000

6.0%

9.5%

9.5%

5 .5 %

4 5 %

14.0

.89

3 .2 %

1830.4

103.9

34 .7%

5 .7 %

49.1%

50.9%

2291.7

3072.4

6 .1 %

8 .9 %

8 .9 %

5.1%

4 3 %

1927.8

133.3

36.2%

6.9%

49.2%

50.8%

2576.9

3343.8

6.4%

10.2%

10.2%

6.1%

4 0 %

52.00

8.62

2.92

1 .62

10.30

33.61

47.38

19.4

.9 8

2 .9 %

2463.6

138.3

36 .4%

5 .6 %

49.3%

50.7%

3143.5

3891.1

5 .5 %

8 .7 %

8 .7 %

4 .0 %

5 4 %

3180

2 2 5

21.0%

u
48.0%

52.0%

4700

5400

5 .5 %

9.0%

9.0%

4.5%

5 2 %

15.7

.98

2 .8 %

1887.2

112.3

36 .2%

6 .0 %

43.2%

56.8%

2155.9

3218.9

6 .4 %

9 .2 %

9 .2 %

5 .3 %

4 3 %

45.61

8.47

3.01

1 .46

8.53

81 .95

46.52

17.9

.94

2 .7 %

2121 .7

141 . 1

35 .7%

6 .7 %

52.4%

47.6%

3123.9

3658.4

5 .7 %

9 .5 %

9 .5 %

5 .0 %

4 7 %

1893.8

87.5

34 .0%

4 .6 %

53.5%

46.5%

2871.4

3034.5

5.4%

7.9%

7.9%

4 .1 %

4 8 %

2548.8

173.8

32 .8%

6.8%

49.8%

50.2%

3618.3

4523.7

5.8%

9.8%

9.6%

4 .5 %

5 3 %

6 0 .9 0  Re ve n u e s p e r sh

10.45 Ca sh  Fl o w"  p e r sh

4 .6 0  Ea rn i n g s p e r sh  A

2.30 Divds Decld per sh Bit
1 6 .3 5  Ca p l  S p e n d i n g  p e r sh

48.20 Book Valuep e r sh

Common Shs 0uls tg

A v g A nnI PlE Ratio

Relative PIE Ratio

A vg  A n n l  Di vd  Y i e l d

Revenues ($milI)

Net Prolit ($mill)

2 1 .0 % In co me  Ta x Ra te

7.5% Net Profit Margin

410% LongTerm Debt Ratio

5 3 . 0 % Co m m o n  E q u i Ra t i o

5000 T ota l  Capi ta l  (Smi l l )

5 8 0 0  Ne w P l a n t  Su m

6 .0 % Re tu rn  o n  T o ta l  Ca p I

9 .5% Re tu rn  on  Sh r.  Equ i ty

9 . 5 % Re t u rn  o n  Co m  E  o i l

4 .5 % Re ta i n e d  to  Co m  Eq

5 1 % A l l  Di vd s to  Ne t  P ro b

20.8

1 .11

2 .7 %

2880.0

182.3

25 .3%

8.3%

48.3%

51 .7%

4359.3

5093.2

5.2%

8 .1 %

8.1%

3.6%

5 5 %

ward. The compzlnys natural gas

|

l

M A RK E T  CA P :  $ 4 .5  b i l l i o n  (M i d  Ca p )

CURRE NT  P O S I T I O N 2 0 1 7 2 0 1 8
(SMILL)

C a sh  A sse t s 4 3 . 6 8 5 . 4 9 7 . 0
O t h e r 6 1 3 . 4 7 5 4 . 4 7 3 3 . 4

C u r r e n t  A sse t s 6 5 7 . 0 8 3 9 . 8 8 3 0 . 4

A c c t s P a y a b l e 2 2 8 . 3 2 4 9 . 0 2 3 1  .3
D e b t  D u e 2 3 9 . 8 1 8 5 . 1 2 2 2 . 9
O t h e r 3 4 7 . 8 5 0 4 . 5 5 2 0 . 3

Cu rre n t  L i a b . 8 1 5 . 9 9 3 8 . 6 9 7 4 . 5

F i x .  Ch g .  Co v . 4 1 5 % 3 7 0 % 3 6 7 %

A N N U A L  R A T E S P a st P a st E s t d  1 6 1 8

of change (per sh) 10 Yrs. 5 Yrs. 1 0  2 2 2 4
R e v e n u e s 1 . 0 % 5 . 0 % 4 . 5 %
" C a sh  F l o w " 4 . 0 % 3 . 0 % 7 . 5 %
E a rn i n g s 7 . 0 % 4 . 5 % 9 . 0 %
Di v i d e n d s 8 . 5 % 1 0 . 5 % 5 . 0 %
B o o k V a l u e 5 . 5 % 6 . 0 % 2 5 %

C a l QUARTERLY REVENUES ($ mil l .) F u l l

e n d e r M a r. 3 1 J u n . 3 0  S e  . 3 0 De c . 3 1 Ye a r

2 0 1 6 731 .2 5 4 7 . 8 5 4 0 .0 641 .5 2 4 6 0 .5

2 0 1 7 6 5 4 . 7 5 6 0 .5 5 9 8 .2 740 .4 2 5 4 8 .8

2 0 1 8 7 5 4 .3 6 7 0 .9 6 6 8 .1 7 8 6 .7 2 8 8 0 .0

2 0 1 9 8 3 3 .5 7 5 0 7 5 0 8 4 6 . 5 3 1 8 0

2 0 2 0 8 7 0 7 9 0 8 0 0 8 9 0 3 3 5 0

C a l EARNINGS PER SHARE A D F u n

e n d e r M a r. 3 1 J u n . 3 0  S e p . 3 0 De c . 3 1 Y e a r

2 0 1 6 1 9 . 0 5 1 . 3 6 3 .1 8

2 0 1 7 3 .6 2

2 0 1 8 3 .6 8

2 0 1 9 4 . 2 0

2 0 2 0 4 . 6 0

CaI~ F u l l
e n d e r Ye a r

2 0 1 5 1 . 5 8

2 0 1 6 1 . 7 6

2 0 1 7 1 .9 4

2 0 1 8 2 .0 6

2 0 1 9

1 .5 8 .

1 . 4 5 . 3 7 .2 1 1 . 5 8

1 .6 3 .4 4 . 2 5 1 .3 6

1 . 7 7 . 5 2 . 2 8 1 . 6 3

1 .9 0 . 5 8 . 3 2 1 . 8 0

QUARTERLY DIVIDENDS PAID ' t

M a r. 3 1 J u n . 8 0  S e  . 3 0 De c . 3 1

.3 6 5 . 4 0 5 . 4 0 5 . 4 0 5

. 4 0 5 .4 5 0 . 4 5 0 .4 5 0

.4 5 0 .4 9 5 . 4 9 5 .4 9 5

.4 9 5 .5 2 0 .5 2 0 .5 2 0

.5 2 0 .5 4 5

BUSINESS: Southwest Gas Holdings. Inc. is the parent holding
company of Southwest Gas and Centuri Construction Group.
Southwest Gas is a regulated gas distributor serving about 2.0 mit
lion customers in sections of Arizona Nevada and California.
Centuri provides construction sen/ices. 2018 margin mix: residential
and small commercial 85°/»: large commercial and industrial 3%:

Shares of Southwest Gas have traded
in a f air ly narrow range  ove r the  pas t
three months. The company posted
strong results tor the first quarter. The top
line advanced roughly 10%. on a yearover
year basis. Earnings per share increased
nearly 9%. to $1.77. The natural gas busi-
ness benefited from rate relief. customer
growth and income from increases in the
cash-surrender value of companyowned
life insurance policies. The infrastructure
services line also posted solid results. The
integration of Linetec benefited perform-
ance here.
The board of directors has increased
the dividend by 5%. Beginning with the
June payout. the quarterly dividend is
now $0.545. The payout will likely contin-
ue to rise in the years ahead.
The  company is  seeking  highe r rates
in Arizona. The request includes an in
crease in revenue of approximately $57
million along with a proposed 10.3% re
turn on equity. as well as the retention of
a decoupled rate design previously ap
proved regulatory mechanisms and a new
infrastructure tracking mechanism. South-
west cited changes related to recent U.S. Ma.v 81. 2019

t ra n sp o rta t i o n  1 2 %.  T o ta l  t h ro u g h p u t :  2 .2  b i l l i o n  th e rm s.  Ha s 8 6 3 2

e m p l o ye e s.  O f f .  &  d i r .  o wn  . 8 % o f  co m m o n  st o ck;  B I a ckRo ck I n c .

H. 7 %  T h e  V a n g u a rd  G ro u p  I n c .  1 0 . 1 %  (3 / 1 9  P ro x y ) .  Ch a i rm a n :

M i ch a e l  J .  M e l a rke y .  P re si d e n t  8 .  CE O :  Jo h n  P .  He st e r.  I n c . :  CA .

A d d r. :  5 2 4 1  S p ri n g  M o u n ta i n  Ro a d  L a s V e g a s Ne va d a  8 9 1 9 3 .  T e l

e p h 0 n e :  7 0 2 8 7 6 7 2 3 7 .  I n t e rn e t :  www. swg a s. c0 m .

t a x  r e f o r m  a n d  c a p i t a l  i n v e s t m e n t s  o f  $ 6 7 0

m i l l i o n t h a t t h e c o m p a n y h a s m a d e . a s

r e a s o n s  f o r  t h e  r e q u e s t e d  i n c r e a s e .

W e  e x p e c t  g r e a t e r  r e v e n u e s  a n d  s h a r e

e a r n i n g s  f o r  t h e  c u r r e n t  y e a r .  H e a l t h y

g r o w t h o u g h t t o c o n t i n u e f r o m 2 0 2 0 o n

9 opera
sons segment serves areas with favorable
demographics. Customer growth should
continue to benefit performance here. Ex
pansion projects infrastructure tracker
mechanisms. and rate relief will probably
also remain important. Elsewhere the in
frastructure services line should be able to
capitalize on the need of utilities to replace
aging infrastructure. I I  has a robust base
of large clients. many with multiyear
pipeline replacement programs.
This stock is neutrally ranked f o r
Timeliness. The equity does not stand out
for longtemi appreciation potential either.
and the dividend yield is nothing to write
home about for a utility. On the bright
side. Southwest Gas 6211118 good marks for
Price Stability. Growth Persistence. and
Earnings Predictability. Volatility is sub-
dued. as well (Beta: .70).
Mi(./mel Napoli. CFA

B + +

8 0
8 0

9 0

Co m p a n y s F i n a n c i a l  S t re n g t h

S t o c ks P r i c e  S t a b i l i t y
P r i c e  G ro wt h  P e rsi st e n c e

E a rn i n g s P re d i c t a b i l i t y

T o  s u b s c r i b e  c a l l  1 8 0 0 V A L U E L I N E

(A) Di l u ted  ea rn i ngs.  Excl .  no r rec.  ga i ns a n d  De ce m b e r.  I t  Di v  d  re i n ve st m e n t  a n d

( l o sse s) :  0 2  ( 1 0 ¢ )  0 5  u p ) ;  0 6  7 ¢ .  N e x t stock pu rchase  p l an  ava i l .  (C) In  m i l l i ons.
e s.  re p o rt  d u e  e a rl y  A u g u st .  (B ) Di v i d e n d s (D) T o ta l s m a y n o t  su m  d u e  to  ro u n d i n g .

h i sto ri ca l l y  p a i d  e a rl y  M a rch  Ju n e  S e p te m b e r

© 2019 Value Li ne. Inc. Al l  rghl s reserved. Factual  materi a l  i s obtdned from sources bel i eved to be re l i abl e and i s provi ded wi thout warranti es of ant, kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This ptbl tcatscn is strictly for subscribers own noncommercial  internal use. o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or other form. or used tor generating or marketing any printed or electronic publication. service or product
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©VALUE LINE PUB. LLC

46.85 Revenues per sh A

5.80 "Cash Flow" per sh
3.00 Earnings per sh As

1.30 Divds Decld per sh C .
4.00 Capl Spending per sh

24.30 Book Value per sh D

174.00 Common Shs 0utstg
as are Avg AnnI PlE Ratio

Llne Relative PIE Ratio
sfes Avg Annl Divd Yield

24.83 34.24
1.63 2.26

.81 1.18

.40 .48

.87 1.39

5.43 8.26

153.63 157.20 158.18 159.97
12.6 13.4 13.8 14.0 15.1

.72 .71 .78 .76 .80

3.9% 3.7% 2.7% 3.0% 27%

CAPITAL STRUCTURE as of 3/31/19
Total Debt $45428 mill. Due In 5 Yrs $839.7 mill.
LT Debt $42838 mill. LT Interest $230.1 mill.
(Total interest coverage: 4.0x) (53% of CapI)

Leases, Uncapitalized Annual rentals $88.0 mill.
Pension Assets9/18 $579 mill. Oblig. $688 mm.

Pld Stock None

Common Stock 174183724 shares
as of 4/30/19

MARKET CAP: $9.3 bill. (Large Cap)

3/31/19

6120.7

406.5

26.5%

6.6%

55.8%

44.2%

7157.9

5537.0

7.2%

12.9%

12.9%

7.5%

4 2 %

8277.3

337.2

30.6°/.

4 .1 %

56.4%

43.6%

6092.7

4543.7

7.5%

1 2 .7 %

12.7%

7 .6 %

4 0 %

7194.7

278.1

27.6%

3.9%

58.7%

4 1 3 %

6034.7

4480.2

6.6%

11.2%

11.2%

6.1%

4 5 %

169.06

16.4

1 .04

3.7%

6519.2

199.4

34.8%

3.1%

80.0%

40.0%

5580.7

4233.1

5.6%

8 .9 %

8.9%

3.6%

6 0 %

7700
445

22.0%
5.824

51.5%
48.5%
8070
6090
5.5%

11.5%

11.5%
6.5%
44%

5685.7

360.0

31 .4%

6.3%

56.9%

43.1%

6616.9

5238.0

7.2%

12.6%

12.6%

7 .0 %

4 5 %

6691 . 1

353.8

30.0%

5 .3 %

56.1%

43.9%

6133.8

4994.1

7 .7 %

13.1%

13.1 %

7.4%

4 3 %

6091.3

232.9

29.8%

3 .8 %

51 .6%

48.4%

4088.0

3204.5

7 .4 %

11 .8%

11 .8%

6 .0 %

4 9 %

7651 .2

485.6

23.0%

8.3%

53.0%

47.0%

7827.9

5808.2

7 .7 %

1 3 2 %

13.2%

8.4%

3 6 %

5737.8

258.5

29.4%

4 .5 %

56.2%

43.8%

3630.0

2903.5

8.9%

18.2%

18.2%

10.9%

3 3 %

5591.4

261.0

32.0%

4 .7 %

44.0%

56.0%

3256.7

3053.2

10.1%

14.3%

14.3%

8 .9 %

3 8 %

22.0%

6.9%

44.5%

55.5%

9615

7375

6.5%

12.0%

12.0%

7.5%

3 9 %

8150 Revenues($miiI)*
530 Net Profit($miII)

22.0% Income Tax Rate

6.5% Net Pr01it Margin

50.0% LongTerm Debt Ratio
50.0% Common Equi Ratio

8425 Total Capital(SmiII)

6390 Net Plant($milI)
6.5% Return on Total CapI

12.5% Return on Shr. Equity

12.5% Return on ComE uit

10% Retained to Com Eq
43% AIIDivdsto Netprot

Year

Year

Full
Fiscal
Year

5685.7
6120.7
7651 .2
7700
8150

Full
Flscal
Year

2.05
2.29
2.74
2.50
3.00

Full
Yearl

i
.90
.94
.98

1.02 I

°""s"m?81POSITION 2017 2018
( .

Cash Assets 558.4 452.6 492.1
Other 1139.1 1435.5 1687.9
Current ASS81S 1697.5 1888.1 2180.0
Accts Payable 439.6 561.8 652.1
Debl Due 544.4 525.3 359.0
Other 706.1 645.0 766.2
Current Liab. 1690.1 1732.1 1777.3
Fix .Chg.Cov. 445% 445% 450%

ANNUAL RATES Past P as t  s s rdwe-1a
of change(persh} 10 Yrs. 5 Yrs. l02224
Revenues .5% 1 .0% 6.0%
"Cash Flow" 8.0% 9.0% 5.0%
Earnings 7.0% 11.5% 7.0%
Dividends 7.5% 6.5% 6.5%
Book Value 9.0% 7.0% 8.5%

Fiscal QUARTERLY REVENUES (S mill.) A
Ends Dec.31 Mar.81 Jun.30 Sep.30

2016 1607 1972 1131 976
2017 1680 2174 1153 1114
2018 2125 2812 1441 1273
2019 2200 2606 1550 1344
2020 2310 2715 1660 1465

Fiscal EARNINGS PER SHARE A B

Ends Dec.31 Mar.31 Jun.30 Sep.30

2016 .64 1.24 .23 d.05
2017 .91 1.31 .09 d.02
2018 1 .01 1.69 .09 d.05
2019 .81 1.43 .16 .10
2020 .93 1.55 .30 .22

CaI~ QUARTERLY DIVIDENDS PAID c .

ender Mar.31 Jun.80 Se .30 Dec.31

2015 .22 .22 .23 .23
2016 .23 .238 .238 .238
2017 .238 .238 .25 .25
2018 .25 .25 .26 .ze
2019 .26 .26 .30

BUSINESS: UGI Corp. operates six business segments: AmeriGas
Propane (accounted for 24.3% of ne! income in 2018) UGI Interna
tional (19.3%) Gas Utility (20.7%) Midstream & Marketing (27.4%)
and Corp. & Other (8.3%). UGI Utilities distributes natural gas and
electricity to over 642,000 customers mainly in Pennsylvania 26%
owned AmeriGas Partners is the largest U.S. propane marketer
UG I  C o rp .  c o nt inue s  to  f ac e  a c hal
le ng ing  o p e rat ing  e nv i ro nm e nt  th i s
year. In fact the company recently posted
lowerthan-expected Marchperiod results.
Fiscal secondquarter revenues declined
7.3%. to $2.6 b ill ion reflecting volume
downtullls  f rom the AmcriGas Propane
UGI  International Mids tream & Market
ing and UGI Utility divisions. This largely
stemmed from warmerthannormal
weather patterns across the bulk of UGIs
service territory. Meanwhile. on the profit
ability front. operating expenses increased
30 basis points as a percentage of the top
line. All told. the lower volumes and rising
costs equated to a 15.4% drop in earnings.
to $1.43 a share. This was well below our
earlier call of $1 .74.
Consequently, we have sliced $0.30 of f
o ur f is c al  2 0 1 9  b o t to ml ine  e s t imate ,
to $2.50 a share. The lighter volumes in
the f irst half of the year leave UGI poised
to register a low singledigit revenue ad
vancc. to $7.7 billion. We look for the ris
ng operating costs and interest expenses
to persist in the near term which will like-
y hurt prof its. Our revised earnings cs-

timate would represent a yearover-year

90
85
85

serving about 1.3 million users in 50 states. Acquired remaining
80% interest in Antargaz (3/04) Energy Transfer Partners (1112).
Vanguard Group owns 10.3% of stock; Blackrock 9.8% Of
ficersldirectars. 2.4% (12118 proxy). Has 7700 employ. President &
CEO: John L. Walsh. Inc.: PA. Address: 460 N. Gulph Rd. King of
Prussia. PA 19406. Tel.: 6103871000. Internet: www.ugicorp.c0m.

d e c l i n e  o f  a l m o s t  9 % .  W h a t s  m o r e i t  f a l l s
i n  l i n e  w i t h  m a n a g e m e n t s  a d j u s t e d  g u i d -
a n c e  o f  $ 2 . 4 0 $ 2 . 6 0 .

UGI  Corp. is  in the process  o f  acquir-
ing  tOO% of  the  pub lic ly he ld  units  o f
AmeriGas  Partne rs , L .P . (APU). UGI
already owned 26% of APU. However. with
the recent shifts in how the Federal Ener
gy Regulatory Commission treats certain
taxes  on master limited partnerships
(MLPs). many general partners in that in
dustry are opting to consolidate their MLP
holdings. APU unitholders will receive .50
shares of UGI common stock plus $7.63 in
cash at which point APUs operations will
be considered a wholly owned subsidiary of
UGI. The purchase is anticipated to close
by the fourth quarter of  f iscal 2Ul 9. In
conjunction with this acquisition. UGI has
raised its quarterly dividend by l 5.4%. to
$0.30 a share. Once completed manage
ment plans to increase the quarterly pay-
out an additional 10%. to $0.325.
The d ividend growth potential is  com
pe l l ing  he re .  Howeve r UGI  s toc k ap
pears to of fer limited 3- to 5year upside
potential at this juncture.
B ryan  J .  F ong Muv 81 .  2019

July and Oct . Div. reinvest. plan available. Companys Financial Strength B++
0) Incl. if tang.. At .9/18: $3674 mi l l . Stocks Price Stability
20.77/sh. (E) In mIll. adjusted tor stock splits. Price Growth Persistence

Earnings Predictability

To  s ubs c r i be  c a l l  1800V A LUE LINE

(A) Fiscal year ends Sept. 30. Quarterly sales gains(Iosses): 03 22o 04 dada: 05. Sc 06
and earnings may not sum to total due to 5¢: 07 t  2c. 15. (41¢): 16 8o 17 17¢: 18.
rounding and/orchangein share counl.(B) Dil $1.32. Next egs. report due late July. (C)
uted earnings. Excludes nonrecur. Dividends historically paid in early Jan.. April.
© 2019 Value Une. Inc. Al l  ri ghts reserved. Factual  materi a l  i s obtained from sources bel i eved to be rel i able and Is provided wi thout warranti es of Qty, kind.
THE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This ptbltcation is strictly for subscribers own noncommercial. internal use. o part
of it may be reproduced. resold. stored or transmitted in any printed. electronic or cllter Iorm. or used for generating or marketing any printed or electronic publication. service or product
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Exhibit
Table 1

Alliant Gas, LLC (Page and Payson Regulated Divisions)
Summary of Results

Witness: Bourassa

Indicated
Cost of Equitv for

Comoanv'
Line

M

Indicated
Cost of Euuitv for

Sample Group

10.5%1 9.8%DCF Constant Growth Table 6

2 9.6% 10.3%Risk Premium (Historical Returns) Table 8

10.6%9.9%3 Risk Premium (Authorized ROEs) Table 9

CAPM Table 11 10.4%4 9.7%

5 9.8% 10.5%Midpoint

6 10.5%Cost of Equity Recommendation

70
0

Notes:
'Estimates include an equity risk premium of

and a financial risk adjustment of
basis points
basis points. See Testimony.



Alllant Gas LLC (Page and Payson Regulated Dlvlslons)
Selected Characlerlsllcs of Sample Group of Waler Utllltles

Exhlbll
Table 2
Witness: Bourassa

Operating
Revenues
(millionsl'

Number of
Gas Customers

(thousands)S bol
ATO
CPK
NJR
NI
NWN
SJI
SWX
SR
UGI

3000
78

539
3500

750
685

2000
1 700

642

Adjusted
Sum
B8ia2
0.53
0.59
0.62
0.55
0.60
0.70
0.65
0.57
0.73

Line

1
2
a
4
5
6
7
a
9

Value Line
Beta'
0.65
0.65
0.70
0.55
0.60
0.80
0.70
0.65
0.80

3116
718

2.915
5115

706
1 641
2.880
1 965
7.651

Comoanv
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural Gas
South Jersey inds.
Southwest Gas
Spire Inc.
UGI Corp.

Net
Plan!

lmillionsY
10371
1 384
2651

15543
2421
3654
s 09a
3971
5808

Market
Capitalization Size

fmillions)l Cateaorv
12.263 LargeCap

1.523 LowCap
4451 MidCap

10672 MidCap
1.986 LowCap
3084 MidCap
4735 MidCap
4245 MidCap
9199 MidCap

10 0.620.68$ 1 433 s2967.4 s 5795.45855.0Average

8.43 N/At 1 NIA8.0$ 9.1 sAlliant Gas LLC (Page and Payson Regulated Divisions)

Notes:
I Value Line Analyzer Data (Weekly as of June 27 2019)
2 See work papers



Alliant Gas LLC (Page and Payson Regulated Dlvlslons)
Capital Structures

Exhibi t
Table 3
Witness: Bourassa

Svmbol

Market Value'
LongTerm Common

Debt E  u
Line
b e Companv

Book Value'
LongTerm Common

Debt E ui t

ATO
CPK
NJR
NI
NW N
SJI
SW X
S R
UGI

65.7%
62.2%
54.6%
40.7%
51 .9%
37.6%
51 .6%
54.3%
47.0%

83.1 %
82.8%
79.0%
60.0%
73.8%
59.4%
69.2%
69.1 vo
68.9%

16.9%
17.2%
21 .0%
40.0%
26.2%
40.6%
30.8%
30.9%
31.1%

1
2
3
4
5
6
7
8
9

34.3%
37.8%
45.4%
59.3%
48.1 %
62.4%
48.4%
45.7%
53.0%

At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural Gas
South Jersey Irids.
Southwest Gas
Spire Inc.
UGI Corp.

51.7%
65.7%
37.6%
51 .9%

71 .7%
83.1 %
59.4%
69.2%

Average
Max
Min
Median

10
11
12
13

28.3%
40.6%
16.9%
30.8%

48.3%
62.4%
34.3%
48.1%

40.0%14 60.0% N/A N/AProformaAlliant Gas LLC (Page and Payson Regulated Divisions)

' Value Line Analyzer Data (Weekly as of June 27. 2019)



Alliant Gas, LLC (Page and Payson Regulated Div isions)
Compar isons of Past and Future Estimates of Growth

Exhibit
Table 4
Witness: Bourassa

[1] [4] [8]
Yahoo

Finance

Gmwm4
6.45%
6.00%
6.00%
4.63%
4.00%
5.50%
6. 10%
3.45%
6.50%

[7]
Zack's

Projected

Growlh3
5.50%
7.00%
7.00%
5.93%
4.50%
7.20%
6. 17%
4.93%
8.00%

Line

1
2
3
4
5
6
7
8
9

[5]
Historical

Average Growth

Col.  14
9.48%
9.93%
9 4 0 %
NEG
NEG

2.34%
6.87%
7.68%
9.76%

Stock
Price'

15.43%
15.23%
14.59%
14.43%
7.14%
0.13%
6.47%
10.22%
14.06%

[6]
Value Line
Projected

GrOWQh2
7.50%
9.00%
3.50%
12.50%
27.00%
10.50%
9.00%
5.50%
7.50%

[9]
Average
Projected

Growth
6.82%
7.33%
5.50%
7.69%

11 .83°/0
7.73%
7.09%
4.63%
7.33%

ops
550%
600%
650%
550%
100%
600%
1050%
500%
650%

EPS2
1000%
800%
850%
750%
4800%
250%
450%
750%
1150%

[2] [3]
Fiv eyear  histor ical annual changes

Book

Values
7.00%

10.50%
8.00%
6.50%
0.00%
6.00%
6.00%
8.00%
7.00%

Comoanv Svmbol
Ammos Energy ATO
Chesapeake Utilities CPK
New Jersey Resources NJR
NiSource Inc. NI
Northwest Natural Gas NWN
South Jersey lnds. SJI
Southwest Gas SWX
Spire Inc. SR
UGI Corp. UGI

7.92% 10.22% 6.38% 5.40% 7.33%5.11%10.83%GROUP AVERAGE10 4.61%2.44%

Notes:
1 Compound annual growth in stock prices ending December 31 through 2018. Data from Yahoo Finance website.
2 Value Line Analyzer weekly as of June 27 2019.
3 Zacks Investment Research website July 8 2019.
4 Yahoo Finance website July 8 2019.



Exhibit
Table 5

Alliant Gas, LLC (Page and Payson Regulated Divisions)
Current Dividend Yields for Water Utility Sample Group

Witness: Bourassa

[3][2 1[1]

Svmbol
Current

Dividend in'
1.94
1.39
1.11
0.78
1.89
1.13
2.08
2.25
1.02

ATO
CPK
NJR
NI
NWN
SJI
SWX
SR
UGI

Stock
Price lpl '

107.32
94.81
50.02
29.51
69.61
34.04
90.95
85.40
52.43

[4]
Average
Annual

Dividend
Yield (D/P1"2

2.23%
1.76%
2.61 %
3.10%
3.05%
3.62%
2.74%
3.10%
2.10%

Current
Dividend

Yield io. /p1
1.81 %
1 .47%
2.22%
2.64%
2.72%
3.32%
2.29%
2.63%
1.95%

Line

M
1
2
3
4
5
6
7
8
9

ComDanv
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural Gas
South Jersey Inds.
Southwest Gas
Spire Inc.
UGI Corp.

GROUP AVERAGE 2.34% 2.70%#REF!

Notes:
' Stock prices as of July 3 2019. indicated Dividend from Value Line Analyzer weekly as of June 27 2019.

2 Average Annual Dividend is dividends declared per share for a year divided by the average annual price of the stock in the same year

expressed as a percentage. As report by Value Line Analyzer software. For comparison purposes only.



Exhibit
Table 6
Witness: Bourassa

Alliant Gas, LLC (Page and Payson Regulated Div isions)
Discounted Cash Flow Analysis

DCF Constant Growth

131[2]11] [4]
Indicated
Cost of

Equity (COE)
k=Div Yld + g
(Cots 2+3l'

Average
Projected.

Growth (01*

Expected
Dividend

Yi  ld  D  P  2

1.87%
1.52%
2.28%
2.74%
2.88%
3.45%
2.37%
2.70%
2.02%

6.82%
7.33%
5.50%
7.69%
11 .83%
7.73%
7.09%
4.63%
7.33%

9.1%
8.9%
7.8%

10.4%
14.7%
11.2%
9.5%
7.3%
9.4%

+
+
+
4
+
+
+
+
+

Symbol

ATO
CPK
NJR
NI
NWN
SJI
SWX
SR
UGI

Line

NCL
1
2
3
4
5
6
7
8
g

Dividend
Yield (DI,/Pfll

1 .81%
1 .47%
2.22%
2.64%
2.72%
3.32%
2.29%
2.63%
1 .95%

Company

At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural Gas
South Jersey lnds.
Southwest Gas
Spire Inc.
UGl Corp.

2.42% 7.33% 9.8%10 2.34% +Average

' Spot Dividend Yield = D0/P0. Source Table 6.
2 Expected Dividend Yield = D 1/P0 = D0/P0 (1+9/2).
3 Growth (g). Source Table 4.
4 Excludes results less than the forecast yield on Baa bonds plus 100 basis points. See testimony.



Alllant Gas, LLC (Page and Payson Regulated Dlvlslons)
Forecasts of LongTerm Interest Rates

Exhlblt
Table 7
Witness: Bourassa

Averaoe20232022

Recommended
Forecast LT

for CAPM and MRP2021

Line
M

1
2
3
4

3.3%
3.6%
3.5%

3.6%

3.8%
3.7% 3.6% 3.6%

3.5%
3.7%
3.6%

Longterm Treasury Rates
Blue Chip Consensus Forecasts'
Value Lines
Average

4.6%
4.2%
4.4%

5
6
7
8

4.4%
4.0%
4.2%

4.7%
43%
4.5% 4.4%

Aaa Corporate Bonds
Blue Chip Consensus Forecasts'
Value Lines
Average

5.6%5.3% 5.7%

5.7%5.6%5.3%

9

10

11
12 5.5%

Baa Corporate Bonds
Blue Chip Consensus Forecasts'
Value Lines
Average

Notes:
' Blue Chip consensus forecasts (June 2019).
2 Value Line Selection and Opinion Quarterly Forecasts (May 31 2019).



Alliant Gas LLC (Page and Payson Regulated Divisions)
Risk Premium Analysis Based on Total Returns

Exhibi t
Table 8
Witness: Bourassa

Line

M L
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
1
2
3
4
5
6
7
a
9

10
11
12
13
14
15
16
17

18

19

20

21

22

23

24

25
26
27
28
29
30

S&P
Utility Index

Return'
12.36%
15.91%
4.67%
4.48%
0.63%

10.32%
15.42%
16.56%
2.41%
8.15%
18.07%
21.55%
44.49%
31 .81%
8.64%
3.71%

13.58%
15.08%
11.74%
26.52%
20.01%
26.04%
33.05%
28.53%
2.92%

18.27%
47.80%
-2.57%
14.61%
8.10%

14.41%
7.94%

42.15%
3.14%
24.69%
14.82%
8.85%

59.70%
30.41%
30.04%
26.11 %
24.22%
16.79%

20.95%

19.36%

28.99%

11.94%

5.49%

19.88%

1.55%

13.38%
28.98%
4.84%

16.28%
12.11%
4.11%

1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1985
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

2006

2007

2008

2009

2010

2011

2012

2013
2014
2015
2016
2017
2018

LT Treasury

Bond Ylem*
4.17%
4.23%
4.50%
4.55%
5.56%
5.98%
6.87%
6.48%
5.97%
5.99%
7.26%
7.60%
8.05%
7.21%
8.03%
8.98%

10.12%
11.99%
13.34%
10.95%
11 .97%
11.70%
9.56%
7.89%
9.20%
9.18%
8.16%
8.44%
7.30%
7.26%
6.54%
7.99%
6.03%
6.73%
6.02%
5.42%
6.82%
5.58%
5.75%
4.84%
5.11 %
4.84%
4.61%

4.91%

4.50%

3.03%

4.58%

4.14%

2.55%

2.46%

3.78%
2.46%
2.68%
2.72%
2.54%
2.84%

Risk

Premium
8.19%
11.68%
0.17%
-9.03%
.6.19%
4.34%
22.29%
10.08%
3.56%
2.16%
25.33%
29.15%
36.44%
24.60%
0.61%
12.69%
3.46%
3.09%
1 .60%

15.57%
8.04%
14.34%
23.49%
20.84%
1212%
9.09%
39.84%
11.01 %
7.31%
0.84%
7.87%
15.93%
36.12%
3.59%

18.67%
9.40%
15.67%
54.12%
36.16%
34.88%
21 .00%
19.38%
12.18%

16.04%

14.86%

32.02%

7.36%

1.35%

17.33%

0.91%

9.60%
26.52%
7.52%

13.56%
9.57%
1.27%

30 11.0% 6.4% 4.6%Average 1963 to 2018

31 3.6%Expected Longterm Treasury Bond Rates

Estimate of Current Risk Premium'32 6.0%

33 9.6%Projected Returns on Equity for Sample

Notes:

1 Computed Composite Proxy Group Total Returns.

2 Average annual 30 Yr. U.S. Treasury Bond yields as reported by the Federal Reserve.
Proxy for yields from 20032005 are based upon 20year U.S. Treasury yield.

3 Forecast LT U.S. Treasury Rate. Source Table 7.

" As explained in testimony. adjustment assumes equity costs change by 50% as much as interest rates.



Exhibit
Table g
Witness: Bourassa

Alliant Gas, LLC (Page and Payson Regulated Divisions)
Risk Premiums Determined by Relationship Between

Authorized ROEs and Long-term Treasury Bond Rates'
During the Period 2005-2017

Formula: Risk Premium = A0 + (A, X Treasury bond Rate)2

262
0.0418

44.7%

No. of Litigated Decisions

Std Err of Y Est

R Squared

0.08542Estimate of intercept (As)

-0.6097

0.0418
14.57

Estimate of slope (A1)

Std Err of Coef.
tstatistic for slope

Expected
Treasury

Bond Rates

Predicted
Risk

Premium

Equity Cost
Estimate for

Typical Electric Utility

+9.9% 6.35% 3.60%

Notes:
1 Source of ROE Data: Public Utility Reports annual ROE survey by Phillip Cross
printed in various issues various years (2005 2017).
2 6-month lag between order dates and Treasury bond rates.
3 Forecast Treasury Bond rate. Source Table 7.



Exhibit
Table 10
Witness: Bourassa

Alliant Gas LLC (Page and Payson Regulated Divisions)
Estimationof Current Market Risk Premium

Using DCF Analysis

Expected .
Growth lm'

Monthly Average
30 Year

Treasurv Rate' s

=

z -

a z

+
+
+
+
+
+
+
+
+
+
+
+
+
4
+
+
*
+

Line

.ML
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
15
17

Expected
Market Risk

Premium (MRP)
8.53%
8.33%
8.73%
8.37%
8.48%
8.72%
8.90%
9.05%
8.98%
9.01 °/>
9. 14%
9.96%
9.76%
9. 10%
9.03%
8.67%
9.00%

8.50%
8.67%
9.00%
8.67%
8.83%
9.00%
9.17%
9.33%
9.33%
9.33%
9.50%
9.67%
9.67%
9.17%
9.00%
8.67%
8.67%

Expected
Dividend

Yield 4D,/p,\2
2.91%
2.79%
2.82%
2.78%
2.77%
2.77%
2.75%
2.76%
2.80%
3.02%
3.00%
3.39%
3.14%
2.96%
3.01%
2.94%
3.16%

2.88%
3 13%
s.09%
3.07%
a. 13%
3.05%
3.01 %
3.04%
3. 15%
3.34%
3.36%
3.10%
3.04%
3.02%
2.98%
2.94%
2.82%

Dividend
Yield (D/P,l1

2.68%
2.57%
2.59%
2.56%
2.55%
2.54%
2.52%
2.52%
2.56%
2.76%
2.74%
3.09%
2.86%
2.71 %
2.76%
2.71%
2.90%

Expected
Market

Return (k)
11.41%
11.46%
11.82%
11.44%
11.51%
11.77%
11.91%
12.09%
12.13%
12.35%
12.50%
13.06%
12.80%
12.12%
12.01%
11.61%
11.82%

Month
Jan 2018
Feb
Mar
Apr
May
June
July
Aug
Sep
Oct
Nov
Dec
Jan 2019
Feb
Mar
Apr
May

+ 11.81% 291%16 Recommended 3.04%2.79% 8.90%8.78%

:9.21%
9.22%
9.14%
8.78%

12.18%
12.27%
12.24%
11.81%

3.07%
3.08%
2.98%
2.91 %

+
+
+
+

2.97%
3.04%
3.10%
3.04%

17
18
19
20
21

9.11%
9.18%
9.25%
8.90%

2.72%
2.79%
2.84%
2.79%

Shortterm Trends
Recent Twelve Months Avg
Recent Nine Months Avg
Recent Six Months Avg
Recent Three Months Avg

Notes:
' Average Dividend Yield (D¢,/P0) of dividend paying stocks. Data from Value Line Investment Analyzer Software Data Value Line 1700 Stocks
2 Expected Dividend Yield (D1/P0) equals current average dividend yield (D./Po0 times one plus growth rate(g).
3 Median of Projected EPS and Projected DPS Growth for VL 1700 stocks. Data from Value Line Investment Analyzer Software.
4 Monthly average 30 year U.S. Treasury as reported by Federal Reserve.



Exhibit
Table 11

Alliant Gas, LLC (Page and Payson Regulated Divisions)
Capital Asset Pricing Model (CAPM)

Witness: Bourassa

M
Line

M _kx

XTradllional CAPM 3.6%

(betas

0.68 9.0%
+(
+(

9pu4 )

7.90% )1

2

3 (betas

0.68

M
3.6%

l=(p,," x .25

7.90% 9.6%+

X

X

+(
x.25+(

9pu4 )x.75

7.90% )x.75Empirical CAPM

M X

X

Rp..5

2.68%

beta"

0.623.6%Modified CAPM 10.6%
+(
+(

Rpu5 )+
7.00% )+

9.7%

4
5
6
7
8
9

10 Average

Source is Dull & Phelps 2019 CRSP Decile Size Study Supplementary Exhibits.

Source is Table 10

6.90%

8.90%

7.90%

Source is Duff & Phelps 2019 CRSP Decile Size Study Supplementary Exhibits.

Source is Table 10

5. 10%

8.90%

7.00%

Notes:
' Forecasts of longterm treasury yields. Source Table 7.

2 Average VL Beta of Water Proxy Group. Source is Table 2.

°Average Sum Beta of Water Proxy Group. Source is Table 2

4 Estimate of Market Risk Premium (MRP):

Historical MRP (19262018)

Current MRP

Average MRP

5 Estimate of MRP

Historical MRP (19632018)

Current MRP

Average MRP

6 Average proxy group adjusted size risk premium based upon Duff & Phelps Size Study data and Risk Study data.

See Exhibit  TJBCOCDT2 and Test imony.
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Exhibit
Page 1 of 7

Alliant Gas LLC (Page and Payson Regulated Divisions)
Comparative Rlsk Study

Sid
Dev.2017 20142015201 s2018

Coefficient
of variation

of Ooeralinu lnoome
5Year

Average
Svmbol
ATO
CPK
NJR
Nl
NWN
SJI
SWX
SR
UGI

e2a.a
82.5

256.4
1.215.8

143.0
127.6
2845
166.4
969.5

906.53
92.60

252.37
1 002.60

138.94
152.03
309.93
264.52
928.84

69.44
7.35

33.61
202.60

9.66
40.84
30.67
93.27
70.78

868.4
89.9

301.7
799.9
127.8
156.9
288.3
272.5
894.5

891 .0
91 .4

207.8
857.2
152.6
189.3
295.7
282.3
965.6

0.0766
0.0793
0.1332
0.2021
0.0695
0.2686
0.0990
0.3526
0.0762

968.0
94.7

243.6
916.1
139.3
95.7

323.7
321 .7
993.7

987.0
104.6
252.4

1 .224.0
132.2
190.6
357.4
279.7
820.9

Line
NM

1
2
a
4
s
6
7
8
9

Svmbol
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

10 0.1508Proxy Group

Coeffnclenl
o' variation

1 r t in In e
2.916811

Sld
Q L

0.41
2915

0.19
293.5

0.32
.&x§!asl§

(0.14)
2914

(0.42)
2911

(0.67)
2919

(0.13)

12 19.34

Alliant Gas. LLC (Page and Payson Regulated Divisions)

Rlsk rela\lve to the average risk of the proxy group



Exhibit
Page 2 of 7

Alliant Gas LLC (Page and Payson Regulated Divisions)
Comparative Rlsk Study

2121.539152 7291.8I in i i i  n 14
5Year
Mamas

Symbol
ATO
CPK
NJR
Nl
NWN
SJI
SWX
SR
UGI

Line

1
2
3
4
5
6
7
8
9

3662
558

2707
5121

724
1 .153
2495
1 .769
6.885

4.142
459

2734
4.652

724
960

2.464
1 .976
6.691

3.350
499

1 .881
4493

67G
1 .037
2460
1 .537
5.688

4.941
499

3738
6471

754
887

2.122
1 627
a.277

3.116
717

2.915
5115

706
1641
2.880
1.965
7.651

2760
618

2.269
4875

762
1248
2549
1741
6.121

Comoanv
Almos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

5Year
Average

5.95
2016

4.96
2017

5.19
2018

6.7110
2015

6.25
2014

6.64Alliant Gas. LLC (Page and payson Regulated Divisions)



Exhibit
Page 3 of 7

Alliant Gas LLC (Page and Payson Regulated Divisions)
Comparative Rlsk Study

201420152018 201 s2017
16.66%
16.54%
6.86%

1879%
18.96%
14.39%
13.41%
10.23%
11 .71°/0

Symbol
ATO
CPK
NJR
Nl
NWN
SJI
SWX
SR
UGI

35.07%
15.33%
10.74%
1879%
18.27%
7.70%

12.70%
18.48%
1624%

Line

1
2
3
4
5
6
7
8
9

26.60%
18.31%
11.05%
19.08%
22.57%
18.26%
12.02%
18.36%
16.98%

Coefficient
of variation

of Ooeratinu Marqin
0.2889
0.0965
01925
0.1306
0.1004
0.8032
0.0528
02859
0.19B5

3158%
14.58%
8.68%

23.93%
18.72%
11 .62%
12.41 %
14.23%
10.73%

Sid

00756
0.0163
0.0186
0.0256
0.0193
0.0414
0.0068
0.0429
0.0274

20.84%
19.57%
11.04%
17.20%
17.65%
16.35%
11.70%
13.79%
13.37%

5Year
Average

26.17%
16.87%
9.67%

19.56%
19.23%
13.66%
12.45%
15.02%
13.81%

Q1lQL€HDSLM§IQiL\.13le1
CQMD8l\v
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

18.14%16.28% 17.04% 0.183215.72% 16.27%14.17%9 Proxy Group

2018
6.39%

Std
Dev.

0101 0

2018
185%

2017
12.88%

Coefficient
o' variation

of Ooeralina Margin
4.8857

2014 Average
6.82% 282%

2015
3.12%

23.9411

Company

Rlsk relative to the average risk of the proxy group



Exhibit
Page 4 o' 7

Alliant Gas LLC (Page and Payson Regulated Divisions)
Comparative Rlsk Study

E§1uru.9._n.EQu!lxL(EQ§1
2018

Sid
Dev.2017 201 s 2015

Coefficient
of variation

of ROE2014 Average

9.7%
10.6%
14.6%
6.8%
4.6%
9.2%
9.0%
8.0%

12.9%

9.4%
12.0%
18.3%
8.6%
7.6%

11.2%
9.5%
5.6%

12.7%

9.9%
11.2%
13.9%
5.2%
6.9%
9.5%
8.7%
8.7%

1a.1%

10.1%
10.0%
11.8%
8.1%
6.9%
8.0%
g1%
8.2%

12.8%

9.8%
9.0%

12.1 %
3.0%
7.5%
8.2%
9.6%
8.1%

12.8%

Svmbol
ATO
CPK
NJR
Nl
NWN
SJI
SWX
SR
UGI

00347
0.1189
0.1988
0.3897
1 .4875
0.1373
0.0685
0.2084
0.0201

0.0084
0.0128
0.0290
0.0266
0.0678
0.0127
0.0062
0.0167
0.0026

Line
N

1
2
a
4
s
6
7
8
9

9.8%
10.9%
168%
9.3%
8.8%
9.2%
8.1 %
9.5%

13.2%

Comoarw
Ammos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

7.2%10.6% 029609.4% 9.7% 9.5%10 10.5%Proxy Group

2915
#########

Sld
Q L

#######
2918 2911 293.5

##¢;#####;¢¢l# ########### ######¢¢###11

Cceffncienl
o' variation

f  o
0.4393

5Year
1 A r  e

########### ########

12 1 .48

Alliant Gas. LLC (Page and Payson Regulated Divisions)

Rlsk rela\lve to the average risk of the proxy group



Exhibit
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Alliant Gas LLC (Page and Payson Regulated Divisions)
Comparative Risk Study

Operating Leverage = Percent Change in Operating Income/Percent Change in Sales
(also a measure of business risk)

2017 201s 2015 20142018 Average
mbol

0.15
0.65
0.13
6.83
0.69
3.10
0.80
1 .01
0.70

Line
b e

1
2
3
4
5
6
7
8
9

0.72
0.63
3.70
0.68
0.28
3.91
0.43
1.21
1.43

0.17
0.19
1.00
2.09
2.94
2.57

20.11
0.16
0.53

037
0.55
1.26
2.33
1.45
2.97
4.81
1.28
0.69

049
0.15
0.84
0.81
0.59
2.48
264
1 .05
0.30

0.30
1.13
0.88
1.22
2.85
2.81
0.08
2.97
0.40

ATO
CPK
NJR
N1
NWN
SJI
SWX
SH
UGI

§9_moanx
Ammos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey Inds.
Southwest Gas
Spire Inc.
UGI Corp.

1 .44 1 .753.3110 1 .56 1 .as1.05Average

20152018 2014201s2017

7.a71.1524.5511 2.74 NM 3.04

12 4.51

Alliant Gas. LLC (Page and Payson Regulated Divisions)

Risk relallve to the average risk of the proxy group



Exhibit
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Alllant Gas, LLC (Page and Payson Regulated Dlvlslons)
Comparative Risk Study

Beta Estimate Using Duff and Phelps Risk Study Portfolio Information

Line
w

A. Beta Estimates for Proxv Group and Company

Portfolio
11

CV (R0E)1
43.93%

CV (Operatinci Margin)'
438.67%

Portfolio
6

Ooeratino Marcin'
2.82%

Portfolio
25

16.27%82 10 14 29.60°/o18.32%

Company

Proxy Group

Portfolio Sum Beta"Portfolio Sum Beta? Portfolio Sum Betas Averaoe

1 .27 1 .281 .433

1.101.164 1.09

Company

Proxy Group

18.7%15.4°/o23.3%16.5%5 Percentage Difference

B. Assume percentage difference is the same for electric utilities as companies in general

6
Value Line Beta

068
Adusted Sum Beta

0.62Proxy Groups

7 0.740.81Implied Beta for Companys

Notes:
1 CV stands for Coefficient of Variation
2 Source is Duff & Phelps 2019 Valuation Handbook Risk Study Exhibit D1 Companies Ranked by Operating Margin.
3 Source is Duff & Phelps 2019 Valuation Handbook Risk Study Exhibit D2 Companies Ranked by CV (Operating Margin).
4 Source is Duff & Phelps 2019 Valuation Handbook, Risk Study Exhibit D3, Companies Ranked by CV (Operating Margin).
5 Source is Table 2.
6 Calculated by multiplying (1 + percentage difference in risk study betas) times average beta for the proxy group.



ExhibitAlliant Gas, LLC (Page and Payson Regulated Divisions)
Capital Asset Pricing Model (CAPM) Page 7 of 7

Witness: Bourassa

M
Line

M 5)X

X

(b€t32

0.81

CAPM
Results
From

Table 11

9.0%Traditional CAPM 10.0%3.6%

Difference

1 .0%
+(
+(

Rp,,"

7.90% )

M

1

2

3 X

X 10.4% 9.6%

(béta2

0.81+3.6% 0. 8%

RP x .25

7.90%

RPm4 )x.7 5

7.90% )x .75
+(

x.25+(Empirical CAPM

.81 x

X

beta"

0.74Modified CAPM 11 .4% 0.8%3.6%

RP?

2.68% 10.6%
RPm5 )+
7.00% )+

+(
+(

10.6% 9.7%

4

5

6

7
8
9

10
11
12

0.9%
1 .0%
0.8%

Average
High
Low

Source is Duff & Phelps 2019 CRSP Decile Size Study Supplementary Exhibits.

Source is Table 11

6.90%

8.90%

7.90%

Source is Duff & Phelps 2019 CRSP Decile Size Study Supplementary Exhibits.

Source is Table 11

5. 10%
8.90%
7.00%

No t e s :

1 Forecasts of longterm treasury yields. Source Table 7.

2 Average VL Beta of Water Proxy Group. Source is Table 2.

3 Average Sum Beta of Water Proxy Group. Source is Table 2

4 Estimate of Market Risk Premium (MRP):

Historical MRP (19262018)

Current MRP

Average MRP

s Estimate of MRP

Historical MRP (19632018)

Current MRP

Average MRP

e Average proxy group adjusted size risk premium based upon Duff & Phelps Size Study data and Risk Study data.

See Exhibit TJBCOCDT2 and Testimony.
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Slze Premium
Page 1

Alliant Gas LLC (Page and Payson Regulated Divisions)
Risk Premlum Size (RP,) Estlmates
Based on Duff and Phelps 2019 Valuation Handbook (Risk Premium Study Data)

SVMbOI Sales
Book

Eguilyl
5 Yr Avg.
E§1ll2Al

ATO
CPK
NJR
NI
NWN
SJI
SWX
SR
UGI

Une
M
1
2
a
4
s
6
7
8
9

MV
: m a

12263
1.523
4451
4.451

10672
1 986
8.084
4735
4245

s
s
s
s
$
s
s
s
s

$
$
$
$
$
$
$
s
$

Measures of size
(Millions)

5 Yr Avg
M§LLf1$zQlml
$ 231
$ 33
s 114
s 491
$ et
s 97
$ 145
$ ss
s 278

Total
Axsaxi

11874
1.694
4144

21 804
3243
5957
7358
6.844

11981

$
$
$
$
s
$
s
s
$

924
107
205

1685
219
135
511
146

1161

s
s
s
s
s
s
s
$
$

$
$
$
$
$
$
$
s
$

1

14757
1.839
5.632
5.632

17777
2692
5191
6843

6145 2760
618

2269
4875

762
1 243
2549
1 .741
6121

4771
519

1419
1419
4871

763
1.287
2.251
2257

$
$
s
s
s
$
s
$
$

Comoanv
Almcs Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc
Northwest Natural
South Jersey Inds.
Southwest Gas
Spire Inc.
UGI Corp.

N/A115.410 N/A s 83.79.6 $ 302.0 s$ 9.1 sAlliant Gas LLC (Page and Payson Regulated Divisions)

' From Zacks. Yahoo Finance. 10K. or Value Line Analyzer



RiskPremium Size (RP,) Estimates
Based on Dull anal Phelps 2019 Valuallon Handbook (Risk Premium Study Data)

SizePremium
Page 2

§i1L!1§9! 2919 2911 a m ;
5 Y e a r

A¥.QI§9§291.92919 298
4443
55.6

2405
453.3
67.3

116.2
182.3
214.2
4855

ATO
CPK
NJR
Nl
NWN
SJI
swx
SR
UGI

230.7
32.8

113.7
490.9
60.5
97.1

145.3
52.a

278.1

289.8
38. 1

176.9
530.7
58.7

104.0
141.1
B4.6

337.2

Line
up.
1
2
3
4
5
6
7
8
9

356.4
44.3

171 .7
329.9
36.8

104.0
157.5
148.3
388.8

315.1
40.2

153.7
198.6
53.7
99.0

138.3
136.9
353.8

350. 1
44.7

138.1
328.1
589

102.8
152.0
1442
360.0

$
$
$
$
s
$
$
s
$

s
s
s
s
s
s
s
s
s

$
$
$
$
$
$
$
s
s

s
$
$
$
s
s
$
$
s

$
$
$
$
$
$
$
$
$

s
$
s
s
s
s
s
s
s

382.7 $
43.8 $

149.4 $
128.6 $
(55.6) s
98.1 s

173.8 s
161.6 s
406.5 s

Net Income Data (S millions)
Qgmizanx
Almos Energy
Chesapeake Utilities
New Jersey Resources
NiSource inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

10 9.G1.7 ss 15.4 s 11.3 $9.0 s 10.5 s 9.6 sAlliant Gas LLC (Page and Payson Regulated Divisions)

Net Income data tor publicly traded water utilities from Value Line Zacks Investment Research 10K. and/or Yahoo Finance



Risk Premium Size (RP,) Estimates
Based on Dull anal Phelps 2019 Valuallon Handbook (Risk Premium Study Data)

Size Premium
Page 3

m49!
Line
M
1
2
3
4
5
6
7
a
g

ATO
CPK
NJR
Nl
NWN
SJI
SWX
SR
UGI

291.8
1348

154
338

1824
217
324
607
448

1.276

2521.4
1017

115
309

1821
222
206
538
249

1.332

2915
11 as

127
363

1.324
209
229
558
402

1269

$
s
$
$
$
$
$
$
s

$
$
$
$
$
$
$
$
$

s
s
S
s
s
$
s
s
s

2911
1 .287

139
325

1 .486
225
219
575
476

1 410

$
$
s
$
s
s
s
s
$

$
$
s
$
$
$
$
$
$

2915
1184

131
281

1.404
235
299
585
419

1367

s
s
$
$
$
$
$
$
s

5Year
Axmasz

1.207
133
323

1.572
222
256
572
399

1331

29121
924
107
205

1.685
219
135
511
146

1161

s
$
$
$
s
$
$
$
$

EBITDA Data l$ millions)
Qszmlzaux
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey Inds.
Southwest Gas
Spire Inc.
UGI Corp.

18.G24.310 $ 9.1 s$ 24.3 s 18.9 s1e.9 s 18.0 sAlliant Gas. LLC (Page and Payson Regulated Divisions)

10K. or Zacks Investment Research.and Amortization (EBITDA). From Value Llr\e. Yahoo FinanceEamings before Interest. Taxes. Depreciation



Size Premium
Page 4
Witness: Bourassa

Risk Premium Size (RP,) Estimates
Data Smoothing with Regression Analysis
Smoothed Premium (HP,) : Constant + X Coefficients Log(Relavant Metric)

Book
Equity

T i .  '
Sales

.

5 Yr Avg.
EBITDA

Lla!z!s§&11

Total
Assets

T I . .  '

5 Yr Avg.
MVIC Ne! Income

T I 4 ' B 1

MV
Equity

LIa§!sz§;1ll

8.251 %
1 .486%

10.042%
1880%

s. 193%
.1 .480%

6.718%
1.258%

11.344%
.2364%

6.325%
1273%

5.919%
1 .328%

Constant
X Coefficienl(s)

Svmbol
Book
E uit
209v.
3.30%
2.75%
2.75%
2.08%
3.09%
2.81%
2.50%
2.50%

5 Yr Avg.
EBITDA
255%
3.74%
3.38%
2.22%
3.35%
3.62%
2.88%
3.57%
2.42%

MV
E uit
1 .68%
3.82%
2.72%
2.72%
1 .82%
3.55%
3.10%
2.66%
2.77%

MVIC
1 .79%
3.58%
2.62%
2.62%
153%
3.25%
2.69%
2.45%
2.54%

Average
2.31 %
3.70%
2.97%
2.46%
2.77%
3.29%
2.88%
2.97%
2.53%

Sales
3.14%
4. 10%
3.26%
2.77%
3.97%
3.65%
3. 19%
3.44%
2.62%

Line

NR.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

ATO
CPK
NJR
NI
NWN
SJI
SWX
SR
UGI

RP (levered)
5 Yr Avg.

Net Income
2.78%
3.91 %
3.19%
2.35%
3.55%
328%
3.05%
3.63%
2.67%

Total
Assets
2. 16%
3.41%
2.84%
1 .77%
3.00%
2.61 %
2.47%
2.52%
2. 16%

Company
A\MO$ Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

2.55% 2.87%3.08% 3.35%3.16%
/

2.68%

17
18
19

Average 2.76% 2.65% 2.57%
Comparative Risk Study Risk Premium Adjustment (see Comparative Risk Study Adjustment to Size Premium)
Proxy Group Adjusted Risk Premium Size (RPS).

4.61% 4.52% 5.39%5.10%20
21
22

4 . 75%
0.90%
s. 6G%

Alliant Gas. LLC (Page and Payson Regulated Divisions) N/A 4.12% N/A
Comparative Risk Study Risk Premium Adjustment (see Comparative Risk Study Adjustment to Size Premium)
Adjusted Risk Premium Size (RPs)

23 2.97%Difference in Adjusted Risk Premium Between Proxy Group and Company

' Source: Duff & Phelps 2019 Valuation Handbook Supplementary Data Exhibits (Regression Equations)



Adjustment lo Size Premium
Page 1

Al l l ant Gas. LLC (Page and Payson Regul ated Di vi si ons)
Comparat i ve  Ri sk Study .  Ad j ustment to  Si ze Prern l um
Based on Dul l  and Phelps 2019 Size Study Data

Step 1 Identity the equivalent c exhibit for the B exhibits used to compute the size premium.
Step 2 Indently the fundamental risk characteristics of the companies of the equivalent porttollo In the C exhibit.
Step 3 tndenuly the guideline ponlollo In the D exhibit which has the most slmliar fundamental risk characteristic found
in Step 2 and find the smoothed average risk premium.
Step 4 Indentify the guideline portfolio In the D exhibit which has the most simliar fundamental risk characteristic to the
Company and llnd the smoothed average risk premium.
Step 5 The diffence in smoothed average risk premiums Is the maxmlum Indicated risk adjustment. The range of
adjustments may be 0 or at the maximum depending on the circumstances.

Sales

B o o k
. I

Measures of  size
(Mil l ions)

5 Yr Avg

Ns uns nmel
231
S3

114
4g1

G1
9 7

145
53

278

Line

M
1
2
3
4
5
s
7
8
9

SvmbQI
AT O
CPK
NJR
Nl
N W N
SJ I
S WX
S R
UG I

s
s
$
s
s
s
S
s
s

2 7 6 0
618

2.269
4.875

762
1 2 4 3
2.549
1.741
6.121

T otal

A § § e l i
1 1 8 7 4

1 5 9 4
4.144

2 1 8 0 4
a 2 4 3
5.957
7.358
8.844

11 .981

$
$
$
$
$
s
s
s
s

s
s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s
s

m u g :
14.757

1 B 3 9
5.682
5.632

17.777
2.692
5 1 9 1

8.848
s.145

4.771
519

1 .419
1 41 g
4.871

763
1 2 6 7
2.251
2.257

s Yr Avg.

E B I I Q A I
1.207

133
323

1.512
222
255
572
399

1 331

$
s
$
$
s
s
s
s
s

s
s
s
s
s
s
$
$
s

M V
.  I

\2.2G3
1 5 2 3
4 4 5 1
4.451

10.572
1 9 8 6
3.084
4 7 3 5
4.245

s
s
s
s
s
s
s
s
$

Comoanv
At nos Energy
Chesapeake Uti l i ties
New  Jersey Resources
NiSuurce Inc.
Northw est Natural
South Jersey lnds.
Southw est Gas
Spi re Inc.
UGI Cg{p

' From Yahoo Finance. 10K or Value Line Analyzer



Alllant Gas. LLC (Page and Payson Regulated Divisions)
Comparative Risk Study . Ad}uslment to Size Premlum
Based on Dull and Fhews 2019 Size Study Data

Adjustment lo Size Premium
Page 2

5 Yr Avg.
EBITDA

[Table C51
11.99%
9.38%
10.25%
12.36%
9.93%
10.05%
11.55%
10.69%
12.33%

Line
M
1
2
3
4
s
s
7
8
g

Sales
(Table C7

9.82%
9.42%
to 22v.
9.78%
9.45%
8.74%
9.38%
8.95%
9.38%

MV
Eqully

(Table C1l
12.80%
9.17%
11.08%
11.08%
12.50%
9.59%
10.62%
11.18%
11.01 %

Book
Equity

(Table c2>
12.22%
9.19%
1123%
1123%
12.25%
9.98%
10.96%
1157%
11 .38%

MVIC
(Table C41

12.55%
9.18%
10.94%
10.94%
12.74%
9.64%
10.62%
I 1 .79%
11.48%

Svmbol
ATO
CPK
NJR
NI
NWN
SJ I
SW x
SR
UGI

Total
Assets

STable C5)
11 .53%
9.65%
11.07%
11 .91 %
10.21 %
11.55%
11 .47%
11.55%
11 .57%

5 Yr Avg.
New Income
(Table CSl

11.63%
8.90%
1085%
1277%
9.52%
1056°/0
1085%
9.50%
12.14%

Equivalent C Exhibit PoMotio Operating Margin
Comoanv
At nos Energy
Chesapeake Utilities
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey lnds.
Southwest Gas
Spire Inc.
UGI Corp.

11.17% 10.94% 9.46% 10 .80%11.01% 10 76%11.09%10 11.13%Proxy Group Average

11 g .40%Smoothed Average Risk Premium based upon OM



Alllant Gas. LLC (Page and Payson Regulated Divisions)
Comparative Risk Study . Adiuslment to Size Premium
Based on Dull and Fhews 2019 Size Study Data

Adjustment lo Size Premium
Page a

M V
Equi ty

(T abl e  c11
14.00%
22.50%
16.57%
16.57%
14.42%
20.98%
18.02%
16.08%
16.92%

Sales
(T abl e  C7l

17.65%
24.07%
1 7 3 8 %
16. 08%
22.75%
34.25%
24.62%
27 st  %
21 .38%

5 Yr Avg
EBIT DA

[T able C61
6 3 9 %

21 .42%
17.15%
1 a.15%
18.55%
18.45%
15.24%
16.42%
12.15%

Line

M
1
2
3
4
5
G
7
8
g

5 Yr Avg .
Net Income
(T abl e  C3]

15.13%
23. 73%
16. 64%
12. 97%
20.13%
18.27%
15.29%
2 0 8 4 %
14.17%

Bo o k
Equi ty

(T abl e  C2)
14.20%
21 .50%
15.73%
15.73%
14.14%
19.20%
15.38%
14.85%
14.85%

Total
A sse t s

[T able c.51
14.65%
19.2B%
18.50%
12.49%
17.25%
15.50%
15.33%
15.40%
14.64%

M VIC
[T abl e  C41

13.77%
21 .98%
16.35%
16.35%
13.87%
20.45%
16.91%
15.86%
15.93%

Equivalent C Exhibi t Portlo\io CV(Opefating Margin)
Comnanv Svmbol
Almos Energy AT O
Chesapeake Uti l i ties CPK
New  Jersey Resources NJR
NiSource Inc. N l
Northw est Natural N W N
Soulh Jersey lnds. SJI
Southw est Gas S WX
Spire Inc. SR
UGI Corp. UGI

15.29% 16.77% 17.46% 15.67% 15.50% 22.87% 17.42%1 0 17.35%Proxy Group Average

1 1 9.34%Smoothed Average Risk Premium based upon CV (OM)



Alllant Gas. LLC (Page and Payson Regulated Divisions)
Comparative Risk Study . Ad}uslment to Size Premlum
Based on Dull and Fhews 2019 Size Study Data

Adjustment lo Size Premium
Page 4

MVIC
[Table C41

24.00%
35.59%
26.52%
26. 52%
24.27%
31 .95%
28. 16%
26.70%

27.02% 5 Yr Avg.
Net Income
(Table C3]

18.44%
a6s ov .
2 6 5 3 %
2282°A
31 71%
29.34%
24.80%
33.70%
24.30%

Bo o k
Equi ty

(Table C2)
26 18%
34.76%
25.08%
25.08%
26.15%
31 .15%
25.48%
25.28%
25.28%

Svmbol
AT O
CPK
NJR
Nl
N W N
SJ I
S WX
S H
UGI

Sales
(Table C7l

28.87%
38.47%
28.38%
2 7 3 4 %
35. 65%
48.84%
39. 03%
42.01 %
as. 12%

M V
Equi ty

(Table c11
24.03%
34.88%
26.75%
26.75%
25.10%
33.15%
29.02%
26.29%
27.08%

5 Yr Avg
EBIT DA

[Table C61
24.95%
34.02%
26.95%
24.85%
30.30%
31 .00%
25.52%
26.38%
24.04%

Line

M
1
2
3
4
5
G
7
8
g

Total
A sse t s

[Table c.51
28 .39%
31 .32%
27 .93%
25 .08%
28 .81 %
26.98%
28.40%
28.15%
28.37%

Equivalent C Exhibi t Portfol io CV(ROE)
Comnanv
Almos Energy
Chesapeake Uti l i ties
New  Jersey Resources
NiSource Inc.
Northw est Natural
Soulh Jersey lnds.
Southw est Gas
Spire Inc.
UGI Corp

28.12% 27.49% 28.16%27.62% 27.61% 29.01 %27.B6%1 0 36.19%Proxy Group Average

1 1 9.08%Smoothed Average Risk Premium based upon CV (ROE)



Alllant Gas. LLC (Page and Payson Regulated Divisions)
Comparative Risk Study . Adiuslment to Size Premium
Based on Dull and Phelps 2019 Size Study Data
Estimate of Risk Premium Adjustment Adjustment lo Size Premium

Page 5

M
26.17%
16.87%
9.67%

19.56%
19.23%
13.56%
12.45%
15.02%
13.81%

Line

M
1
2
3
4
5
G
7
8
g

CWRO E I
3.47%

11.89%
19.88%
35.97%

148.75%
13.73%
6 3 5 %

20.84%
2.01 %

5 Year Hi stori ca l
c v  [ O M ]
28.89%
9.65%

19.23%
1 :z06%
10.04%
30.32%
5.28%

28.59%
19.85%

Svmbol
AT O
CPK
NJR
Nl
N W N
SJ I
S WX
S H
UGI

Comnanv
Almos Energy
Chesapeake Uti l i ties
New Jersey Resources
NiSource Inc.
Northwest Natural
South Jersey l nds.
Southwest Gas
Spi re Inc.
UGI Corp

1 s.a2%16.27%1 0 29.50%Proxy Group Average

Proxy Group Risk Di fferences

8.18%
9.40%
1 2 2 %

9.10%
9.08%
0.02%

9.39%
9.84%
0.05%

Averaqg
8.89%
9. 27%
0.38%

1 1
1 2
1 3

Smoothed Average Risk Premium From Equivalent D Exhibi t'
Smoothed Average Risk Premium From Equivalent C Exhibi t

i n ¢ i @ x ¢ ¢ m 4 ¢ i r r § x m 4 1

14 0.38%0.00% l o 0.19%Possible Adlusiment l o Risk Premlum

s Year Hi stori ca l
v E

43.93%1 5
Q M

2.32%
v M

438.67%A I I n P P n R I i vi n

a s
1 7

1 8

NM

9.40%
NM

12.62%
9.34%
3.28%

A!§L€9§
11.02%
9.27%

1.81%

9.41 %
9.08%
0.38%

Smoothed Average Risk Premium From Equivalent D Exhibi t 1
Smoothed Average Risk Premium From Equivalent C
Indicated Risk Adjustment

0.00%1 9 0.90%1.81%toPossible Adjustment to Risk Premium

I Source: Dui ! a Phelps 2018 Valuation Handbook Suppternentary Data Exhibi ts (Regression Equations)

' Source: Duty s. Phelps 2018 Valuation Handbook Supplementary Data Size Study
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Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Summary of Cost of Capital

Exhibit
Schedule D1
Page 1
Witness: Bourassa

Capital Structure

Adjusted End of Test Year Projected Capital Structure Proposed Capital Structure

Dollar
Amount

Cost
Rate
3.85%

Weighted
Cost

0.00%

Percent
of

Total
40.00%

Weighted
Cost
1 .54%

Weighted
Cost
1 .54%

Percent
of

Total
0.00%

Cost
Rate
0.00%

Percent
of

Total
40.00%

Cost
Rate

3.85%$ $

Dollar
Amount

4,161 ,887
Item of Capital
Long-Term Debt

10. 50% 6.30%10.50%60.00%6.30%60.00% 10.50%100.00% 10.50%8,639,632 6,242,830Stockholder's Equity

7.84%100.00%7.84%100.00%Totals 100.00% 10.50% 10,404,7178,639,632

Line

1
2

3
4
5

6
7
8
g
10
11

RECAP SCHEDULES:
A-3

SUPPORTING SCHEDULES:
D-1
D 3
D-4
E 1
Testimony

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Cost of Long Term Debt

Exhibit
Schedule D-2
Page 1
Witness: Bourassa

Annual
Interest

Weighted
Cost

Annual
Interest

End of Test Year
Effective

Interest
Rate

Weighted
Cost

Amount
Outstandinq

Amount
Outstandinq

End of Proected Year
Effective

Interest

4,161,887 160,233Proposed Capital Structure Rebalancing 0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

3.850%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

3.850%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

0.000% 3.850%Totals $ $ 4,161,887 160,233

Supportinq Schdulesz
E 1
E 2
Work papers

Line
Description of Debt

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31, 2018

Cost of Preferred Stock

Exhibit
Schedule D-3
Page 1
Witness: Bourassa

End of Test Year End of Projected Year

Description
of Issue AmountAmount

Dividend
Requirement

Dividend
Requirement

Shares
Outstanding

Shares
Outstanding

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

RECAP SCHEDULES:
D-1

SUPPORTING SCHEDULES:
E-1

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40



Alliant Gas, LLC - Payson Div ision
Test Year Ended December 31 , 2018

Cost of Common Equity

Exhibit
Schedule D-4
Page 1
Witness: Bourassa

Line
No .

10.50% .The Company is proposing a cost of common equity of

RECAP SCHEDULES:
D-1

SUPPORTING SCHEDULES:
Cost of Capital Testimony

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Summary of Cost of Capital

Exhibit
Schedule D1
Page 1
Witness: Bourassa

Projected Capital Structure

Capital Structure

Adjusted End of Test Year Proposed Capital Structure

Dollar
Amount

Cost
Rate
0.00%

Percent
of

Total
40.00%

Weighted
Cost
1 .54%

Weighted
Cost

0.00%

Percent
of

Total
0.00%

Weighted
Cost
1 .54%

Percent
of

Total
40.00%

Cost
Rate
3.85%

Cost
Rate

3.85%$

Dollar
Amount

$ 908,125
Item of Caoital
LongTerm Debt

60.00%6.30% 6.30%60.00% 10.50%100.00% 10.50% 10.50% 10.50%362J 89L87L370Stockholder's Equity

7.84%100.00%10.50%100.00% 100.00% 7.84%Totals L87L370 2270314

Line

1
2

3
4
5

6
7
8
9
10
11

RECAP SCHEDULES:
A 3

SUPPORTING SCHEDULES:
D 1
D 3
D 4
E 1
Testimony
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reliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Cost of Long Term Debt

Exhibit
Schedule D-2
Page 1
Witness: Bourassa

Annual
Interest

End of Test Year
Effective

Interest
Rate

Weighted
Cost

Weighted
Cost

Annual
Interest

Amount
Outstandinq

End of Projected Year
Effective

Interest

MEDescription of Debt
Line Amount

Outstandinq

34,963908,125Proposed Capital Strcuture Reblancing 0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

3.850%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

3.850%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

0.000%Totals 3.850%$ 34,963908,125$
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Supportinq Schdules:
E 1
E-2
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31, 2018

Cost of Preferred Stock

Exhibit
Schedule D-3
Page 1
Witness: Bourassa

End of Test Year End of Projected Year

Description
of Issue AmountAmount

Dividend
Requirement

Dividend
Requirement

Shares
Outstanding

Shares
Outstanding

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

RECAP SCHEDULES:
D-1

SUPPORTING SCHEDULES:
E-1

Line

M
1
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3
4
5
6
7
8
9
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11
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14
15
16
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Alliant Gas, LLC - Page Div ision
Test Year Ended December 31 , 2018

Cost of Common Equity

Exhibit
Schedule D-4
Page 1
Witness: Bourassa

Line
No .

10.50% .The Company is proposing a cost of common equity of

RECAP SCHEDULES:
D-1

SUPPORTING SCHEDULES:
Cost of Capital Testimony

1
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3
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5
6
7
8
g

10
11
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17
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19
20


